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His  Excellency 

Governor  of  North  Carolina 

Raleigh,  North  Care  Una 

Your  Excellency : 

The  Commission  on  Reorganization  of  State  Government  pro- 
vided for  by  Resoiudon  21  of  the  1953  General  Assembly  herewith 
transmits  to  Your  Excellency  the  first  of  its  final  Reports  and 
Recommendations. 

You  will  note  that  this  first  Report  is  entitled  ''Organization 
and  Methods  of  Research  and  Study."  In  it  we  have  described 
the  details  of  our  organization  and  the  methods  and  procedures 
we  have  followed  during  our  work.  As  is  explained  in  this  first 
Report,  it  will  be  fo) lowed  by  several  additional  Reports,  each 
dealing  with  one  or  more  areas  of  state  government. 

The  recommendations  which  wiH  appear  in  our  subsequent 
Reports  were  formulated  only  after  thorough  study  and  con- 
sideration of  the  functions  and  agencies  to  be  affected  thereby. 
We  therefore  submit  them  for  your  approval  and  through  you 
for  the  approval  of  the  1955  General  Assembly. 

Respectfully, 

David  Clark 
John  D.  Larkins,  Jr. 
William  F.  Marshall 
R.  Gt^a^y  Rankin 
,    W.  Frank  Taylor 
C.  W.  Tilson 
Thomas  Turner 
Harriet  L   Herring,  Secretary 
William  B.  Rodman,  Jr.,  Chairman 


LIBRARY   UNIV.    OF 
KORTH  CAROLINA 

Report  of  the   Commission  on  Reorganization 
of   State  Government 

ORGANIZATION  AND   METHODS   OF  RESEARCH 
AND  STUDY 

Introduction 

This,  the  first  report  of  the  Commission  on  Reorganization  of 
State  Government,  is  a  discussion  and  explanation  of  the  organ- 
ization of  the  Commission  and  of  the  methods  of  research  and 
study  the  Commission  has  followed  in  arriving  at  its  recommen- 
dations. To  be  released  subsequently  are  other  reports  of  the 
Commission,  each  of  v^hich  will  contain  the  Commission's  find- 
ings and  recommendations  in  one  or  more  of  the  general  areas  of 
state  government  with  which  the  Commission  has  concerned 
itself.  For  example,  the  Commission's  report  and  recommenda- 
tions on  the  Finance  and  Fiscal  Control  Area  will  be  released 
soon  after  the  release  of  the  present  report  and  will  be  followed 
by  reports  covering  the  areas  of  Personnel,  Business  Regulation, 
Agriculture,  Labor,  Welfare,  Prisons,  and  Cultural  and  His- 
torical Development.  (The  reports  will  not  necessarily  be  sub- 
mitted in  the  order  listed.) 

We  believe  that  the  filing  of  several  reports — one  explaining 
our  methods  of  research  and  study  and  each  of  the  others  limited 
to  one  or  more  areas  of  governmental  activity — will  tend  to  ac- 
complish the  following  essential  results  which  because  of  sheer 
bulk  might  not  be  as  well  accomplished  by  the  filing  of  a  single, 
long,  comprehensive  report  dealing  with  all  of  our  activities : 

1.  The  Governor,  the  members  of  the  General  Assembly,  the 
general  public,  and  the  press  will  be  afforded  an  opportunity  to 
become  informed  not  only  as  to  what  are  our  findings  and  recom- 
mendations but  how  we  went  about  making  those  findings  and 
recommendations. 

2.  The  Governor,  the  members  of  the  General  Assembly,  the 
general  public,  and  the  press  will  be  afforded  an  opportunity  to 
study  and  discuss  each  of  our  findings  and  recommendations  in 
an  orderly  and  systematic  manner  which  will  in  turn  encourage 
thorough  and  detailed  consideration  by  all  concerned. 

Each  of  the  reports  to  follow  the  present  one  will  include,  in 
addition  to  our  recommendations,  a  statement  of  findings  and 
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reasons  for  our  recommendations.  We  felt  it  would  be  unwise  to 
include  in  our  reports  all  of  the  detailed  factual  information 
which  was  presented  to  us.  However,  the  complete  factual 
studies  will  be  made  available  by  the  Institute  of  Government  to 
persons  who  wish  to  examine  them. 

In  the  meantime,  we  submit  this  descriptive  report  of  our  or- 
ganization and  methods  of  research  and  study. 

I.     Organization 

A.  Creation  of  the  Commission 

The  Commission  on  Reorganization  of  State  Government  was 
provided  for  by  Resolution  21  of  the  1953  General  Assembly 
(1953  Session  Laws  of  North  Carolina,  page  1350)  and  is  com- 
posed of  the  following  members,  all  appointed  by  the  Governor : 
David  Clark  of  Lincolnton,  Harriet  L.  Herring  of  Chapel  Hill, 
John  D.  Larkins,  Jr.  of  Trenton,  William  F.  Marshall  of  Walnut 
Cove,  R.  Grady  Rankin  of  Gastonia,  William  B.  Rodman,  Jr.  of 
Washington,  W.  Frank  Taylor  of  Goldsboro,  C.  W.  Tilson  of 
Durham,  and  Thomas  Turner  of  Greensboro. 

B.  Purpose  of  the  Commission 

In  the  words  of  the  Resolution  providing  for  the  Commission, 
its  duty  has  been  "to  make  a  detailed  and  thorough  study  of  all 
agencies,  commissions,  departments,  and  separate  units  of  State 
Government  with  a  view  of  determining  whether  or  not  there 
shall  be  a  consolidation,  separation,  change,  or  abolition  of  one 
or  more  of  these  several  agencies,  commissions,  departments,  and 
units  in  the  interest  of  more  efficient  and  economical  administra- 
tion .  .  .  and  to  make  its  recommendations  to  the  Governor  on  or 
before  the  fifteenth  day  of  November,  1954." 

C.  Selection    of   Officers    and    Appointment    of    a    Research 
Agency 

In  response  to  a  telegram  from  the  Governor  dated  October  5, 
1953,  the  first  meeting  of  the  Commission  began  with  a  brief 
conference  with  the  Governor  in  his  office  in  the  State  Capitol 
on  October  9,  1953.  Following  this  conference,  the  members 
reassembled  for  an  organizational  meeting  in  the  conference 
room  of  the  Attorney  General's  office  in  the  Justice  Building. 

Mr.  William  B.  Rodman,  Jr.  was  elected  chairman  and  Miss 
Harriet  Herring  was  elected  secretary. 
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At  the  request  of  the  chairman,  the  Commission  received  re- 
ports from  several  members  of  the  staff  of  the  Institute  of  Gov- 
ernment outlining-  studies  that  had  been  completed  or  were  under 
way  by  the  Institute  in  the  field  of  state  government.  Following 
receipt  of  these  reports,  a  resolution  was  adopted  designating  the 
Institute  of  Government  as  the  official  research  agency  for  the 
Commission,  and  instructions  were  given  the  Institute  staff  mem- 
bers to  continue  their  studies  and  reports  on  all  the  agencies  of 
the  executive  branch  of  the  state  government. 

The  Commission's  organization  meeting  was  then  adjourned. 

II.     Methods  of  Research  and  Study 
A.    Initial  Studies  Made  for  the  Commission 

1.  Handbook  of  North  Carolina  State  Agencies: 
It  is,  of  course,  elementary  that  in  order  to  undertake  the 
formulation  of  proposals  looking  toward  the  reorganization  of  a 
governmental  structure  the  persons  charged  with  formulating 
such  proposals  must  familiarize  themselves  with  the  structure 
as  it  is  presently  organized. 

The  Institute  of  Government,  anticipating  this  requirement, 
prepared  for  the  Commission  a  Handbook  of  North  Carolina 
State  Agencies.  In  this  handbook  there  is  a  summary  descrip- 
tion of  the  organization  and  functions  of  121  state  agencies ;  only 
the  state's  educational  institutions  are  excluded.  Each  agency 
is  described  in  terms  of  its  origin;  its  principal  function;  its 
organizational  structure,  including  method  of  selecting  its  top 
personnel,  their  qualifications,  their  terms  of  office,  method  of 
removal,  compensation  of  top  personnel,  statutory  powers  and 
duties  of  the  agency,  time  and  place  of  meetings,  and  average 
number  of  full-time  employees;  the  agency's  location;  its  fi- 
nances— that  is,  budgetary  appropriations  and  expenditures; 
and  finally  its  statutory  relations  with  other  state  agencies. ^ 

The  agencies  listed  are  grouped  according  to  twenty-one  gen- 
eral areas  of  state  activity.  The  areas  are  as  follows:  Execu- 
tive; Constitutional  Officers;  Agriculture;  Buildings  and 
Grounds;  Business  Regulation;  Conservation  and  Development 


1  Institute  of  Government  personnel  checked  with  appropriate  agency 
officials  all  research  reports  dealing  with  North  Carolina  agencies  (includ- 
ing the  summary  descriptions  contained  in  the  Handbook)  before  such  re- 
ports were  submitted  to  the  Commission. 
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of  Resources ;  Correction ;  Cnultural  and  Historical  Development ; 
Education;  Elections;  Finance  and  Fiscal  Control;  Health; 
Highways,  Motor  Vehicles,  and  Prisons ;  Labor ;  Law ;  Local  Gov- 
ernment Regulation;  Military  and  Defense;  Occupational  Li- 
censing ;  Public  Service  Enterprises ;  and  Welfare. 

The  Institute  was  quite  specific  in  pointing  out  that  the  list- 
ing of  the  agencies  by  area  was  not  a  suggestion  that  the  agencies 
be  departmentalized  in  accordance  with  the  areas  listed.  The 
reason  for  this  caution  will  subsequently  be  made  apparent 
when  the  study  on  reorganization  experience  of  other  states  is 
discussed. 

This  Handbook  has  served  not  only  as  a  general  outline  of  the 
state's  governmental  activities,  it  has  also  provided  a  ready 
reference  to  the  functions  and  activities  of  the  state's  various 
administrative  agencies.  In  addition,  it  helped  to  point  up  the 
possible  enormity  of  the  legislative  problems  which  would  likely 
arise  in  a  reorganization  involving  as  many  as  121  separate 
agencies,  departments,  commissions,  etc.  As  will  be  explained 
later  in  more  detail,  this  last  mentioned  service  of  the  Handbook 
was  one  of  the  factors  in  our  determination  of  the  scope  and 
agenda  of  our  work. 

2.    Experience  of  Other  States  with  Attempts  to  Reorganize 

State  Government: 
In  addition  to  the  Handbook  of  State  Agencies,  the  Institute 
prepared  for  the  Commission  a  study  called  a  Preliminary  Report 
on  the  Experience  of  Other  States  with  Attempts  to  Reorganize 
State  Government.  This  report  was  prepared  at  the  request  of 
the  Governor  who  had  foreseen  that  the  Commission  members 
would  wish  to  be  informed  as  to  how  study  groups  in  other  states 
had  approached  the  problems  of  state  reorganization  and  the 
kinds  of  recommendations  which  had  been  made  by  these 
groups.  Among  the  inferences  drawn  in  the  report,  the  Com- 
mission found  the  following  items  to  be  of  particular  interest : 

(1)  Most  reorganization  plans  that  called  for  sweeping 
changes  failed  to  be  accepted.  This  was  especially  true  of  plans 
with  a  scope  which  included  all  three  branches  of  government 
and  contemplated  constitutional  changes.  It  is  noteworthy  that 
more  often  than  not  in  such  cases  none  of  the  recommendations 
were  accepted — not  even  those  calling  for  minor  changes. 

(2)  The  general  recommendations  submitted  by  groups  that 
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proposed  sweeping  changes  were  remarkably  similar  from  state 
to  state.  This  seems  to  have  grown  out  of  acceptance  of  certain 
''principles  of  administrative  organization"  which  are  set  out  in 
the  appendix  to  this  report. 

(3)  The  use  of  ''permanent"  study  groups  has  of  recent  years 
increased.  These  groups,  often  functioning  over  a  period  of 
several  years,  customarily  submit  to  each  succeeding  legislature 
recommendations  dealing  only  with  a  limited  field  of  activity. 

The  reorganization  experience  of  other  states  has  throughout 
our  study  served  to  inform  us  of  what  our  sister  states  have  been 
doing  with  respect  to  reorganization  of  particular  areas  of  gov- 
ernmental activity.  In  fact,  in  our  reports  to  follow,  frequent 
reference  will  be  made  to  the  acceptance  or  non-acceptance  of 
particular  plans  of  administrative  organization  which  have  been 
considered  in  other  states. 

We  have  already  stated  that  in  other  states,  most  of  the  plans 
calling  for  a  comprehensive  reorganization  seem  to  have  been 
rejected  by  the  legislatures  to  which  they  were  presented.  We 
believe  that  the  explanation  for  these  rejections  does  not  neces- 
sarily lie  in  any  lack  of  merit  in  the  recommendations  them- 
selves. We  think  that  at  least  part  of  the  explanation  lies  in  the 
unavoidable  fact  that  a  particular  legislative  session,  often  of 
only  a  few  months'  length,  in  which  a  maximum  effort  is  re- 
quired on  the  part  of  the  members,  even  to  deal  with  the  normal 
business' of  the  state,  simply  cannot,  with  any  satisfactory  de- 
gree of  care,  consider  and  act  upon  comprehensive  plans  for  re- 
organization of  the  entire  state  government.  The  lack  of  time  to 
consider  all  of  the  recommendations  involved  in  such  a  plan  and 
the  lack  of  time  and  facilities  for  determining  which  of  all  the 
recommendations  are  most  needful  of  attention,  we  believe,  has 
often  led  legislators  to  shelve  the  entire  plan  rather  than  under- 
take the  impossible  burden  of  selecting  parts  from  it  upon  which 
to  take  action. 

We  think  that  another  factor  which  may  have  played  an  im- 
portant part  in  the  rejection  of  comprehensive  reorganization 
plans  based  on  the  "principles  of  administrative  organization," 
previously  referred  to,  has  been  the  failure  on  the  part  of  some 
planning  groups  to  realize  that  they  were  dealing  with  a  going 
concern  and  not  setting  up  a  government  for  a  new  state  without 
political  history  or  tradition.     Take,  for  example,  the  principle 
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which  calls  for  a  ''short  ballot" — that  is,  the  elimination  of  most 
elective  offices  in  favor  of  having  those  offices  filled  by  guberna- 
torial appointments.  Such  a  recommendation  may  be  acceptable 
without  question  in  a  state  whose  history  reveals  no  record  of 
any  harmful  consequences  of  concentrated  administrative  power. 
However,  the  people  of  the  states  of  the  eastern  seaboard  whose 
traditions  of  government  have  grown  directly  from  the  exper- 
ience of  colonial  days  when  their  governments  were  nothing 
more  than  acts  of  proprietors  or  monarchs  may  well  find  unac- 
ceptable any  attempts  to  concentrate  administrative  power  by 
the  elimination  of  the  traditionally  elective  offices. 

Profiting,  it  is  hoped,  from  the  experience  of  others,  we  have, 
in  addition  to  making  use  of  the  detailed  information  from  the 
reorganization  experience  in  other  states,  derived  two  general 
guide-rules  of  which  we  have  been  consciously  aware  at  all  times 
during  our  study.    These  guide-rules  are : 

(1)  Changes  in  the  organizational  structure  of  state  govern- 
ment should  not  be  proposed  solely  to  conform  with  even  admit- 
tedly sound  principles  of  administrative  organization,  but  should 
be  proposed  only  after  determining  to  what  extent  there  is  actual 
need  for  a  change  and  to  what  extent  those  principles  are  com- 
patible with  the  governmental  history  and  tradition  of  North 
Carolina. 

(2)  A  comprehensive  reorganization  of  North  Carolina's 
state  government,  if  it  is  to  be  accomplished  at  all,  can  probably 
be  accomplished  only  in  a  gradual  fashion  extending  over  a 
period  of  several  legislative  sessions. 

B.     Determination  of  Scope  and  Agenda 

In  determining  what  would  be  the  scope  of  our  study  we  felt 
that  several  factors  had  to  be  taken  into  consideration.  First, 
of  course,  was  the  resolution  which  provided  for  the  creation  of 
the  Commission.  The  wording  of  that  resolution  and  the  cir- 
cumstances under  which  it  was  adopted,  added  to  the  interpreta- 
tions which  had  been  placed  by  reorganization  planning  groups 
in  other  states  upon  resolutions  similarly  worded,  indicated  to  us 
that  the  General  Assembly  intended  that  we  study  the  agencies 
of  only  the  executive  branch  of  government  and  did  not  intend 
that  we  should  concern  ourselves  with  the  reorganization  of  the 
judicial  and  legislative  branches.  This  interpretation  was  but- 
tressed so  far  as  excluding  the  judicial  branch  was  concerned  by 
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the  knowledge  that  several  other  groups  in  the  state  were  con- 
cerning themselves  with  the  organization  of  our  court  system.  It 
was  buttressed  with  respect  to  the  exclusion  of  the  legislative 
branch  by  the  fact  that  the  words  ''agency,  commission,  depart- 
ment, and  unit"  (the  words  of  the  resolution)  seem  not  to  have 
been  generally  interpreted  as  including  the  legislature  or  any  of 
its  committees.  In  accordance  with  the  above  factors  we  early 
determined  that  our  study  would  encompass  only  the  agencies 
of  the  executive  branch  of  the  government. 

We  realized  also  that  even  within  the  executive  branch  there 
was  one  area  which  had  been  removed  from  our  consideration. 
This  was  the  area  of  Education.  Our  realization  was  based  on 
the  knowledge  that  a  special  commission  had  been  created  to 
study,  concurrently  with  our  own  study,  the  educational  struc- 
ture of  the  state.  And  so,  we  have  declined  to  overlap  the  work 
of  that  commission  and  have  excluded  the  area  of  Education 
from  our  study. 

At  this  point,  the  problem  of  scope  having  been  solved — at 
least  to  the  extent  of  limiting  our  study  to  the  executive  branch 
minus  the  area  of  Education — a  determination  had  to  be  made 
of  which  and  how  many  areas  of  activity  within  the  executive 
branch  were  to  be  studied. 

In  accordance  with  the  principle  of  one  of  our  aforementioned 
guide-rules  derived  from  the  experience  in  other  states — namely, 
that  a  comprehensive  plan  for  a  reorganization  of  the  entire 
state  government  would  likely  be  doomed  to  failure  because  of 
the  lack  of  time  and  facilities  on  the  part  of  legislators  to  con- 
sider such  a  plan  to  their  own  satisfaction — and  in  view  of  the 
fact  that  even  if  we  felt  it  wise  to  present  a  comprehensive  plan 
for  reorganization,  we  would  not  have  time  to  make  a  thorough 
study  of  121  separate  state  agencies,  commissions,  departments, 
boards,  etc.,  we  devised  the  following  plan  or  agenda  of  study : 

First,  we  would  study  in  detail  the  agencies  function- 
ing in  the  area  of  Finance  and  Fiscal  Control.  These 
agencies  were  chosen  for  our  first  consideration  not 
only  because  of  their  importance  to  all  of  state  govern- 
ment and  to  the  individual  citizens  of  the  state,  but  be- 
cause their  functions  touch  in  one  way  or  another  prac- 
tically all  other  state  agencies.  Thus,  by  observing  the 
points  where  the  fiscal  agencies  make  contact  with  the 
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other  agencies,  we  would  have  the  opportunity  of  get- 
ting at  least  some  insight  of  the  functioning  of  these 
other  agencies  at  the  same  time  we  would  be  consider- 
ing the  agencies  in  the  fiscal  area. 
Second,  we  would  make  a  detailed  study  of  the  Office  of 
the  Governor  to  determine  how  the  Governor's  duties 
and  responsibilities  might  be  made  more  easy  of  man- 
agement. 

Third,  we  would  study  in  detail  the  agencies  of  as  many 
other  areas  as  we  thought  it  would  be  practical  on  which 
to  submit  recommendations. 

Fourth,  we  would  examine  with  care  in  still  other  areas 
what  appeared  to  be  obvious  spots  where  reorganiza- 
tion might  be  needed,  but  would  not  necessarily  at- 
tempt a  detailed  study  of  all  of  the  agencies  in  these 
areas. 

Fifth,  we  would  leave  to  our  successors,  in  what  we 
trust  will  be  a  continuing  study  of  reorganization  needs, 
those  areas  which  were  omitted  from  our  study. 

C.    Method  of  Considering  Each  Area  of  Study 

We  have  previously  stated  that  there  are  certain  areas  of 
state  government  in  which  the  organization  and  functioning  of 
each  agency  has  been  considered  thoroughly.  These  areas  are: 
Finance  and  Fiscal  Control,  Personnel,  Welfare,  and  Cultural 
and  Historical  Development.  Wo  have  also  pointed  out  that  in 
still  other  areas,  we  have  thoroughly  examined  the  apparent 
trouble  spots  where  we  thought  reorganization  might  be  needed 
but  have  not  attempted  in  these  areas  a  detailed  study  of  all  of 
the  agencies.  These  areas  are:  Agriculture,  Business  Regula- 
tion, Labor,  and  Correction  (Prisons).  Finally,  we  have  said 
that  there  are  some  areas  of  state  government  the  study  of 
which  we  leave  to  our  successors.  These  areas  are:  Buildings 
and  Grounds,  Conservation  and  Development,  Education,  Elec- 
tions, Highways  and  Motor  Vehicles,  Law,  Local  Government 
Regulation,  Military  Affairs,  Occupational  Licensing,  and  Public 
Service  Enterprises. 

In  order  to  make  clear  what  we  mean  when  we  say  that  an 
area  has  been  considered  thoroughly  or  that  an  area  has  been 
considered  only  with  respect  to  apparent  trouble  spots,  we  have 
described  in  some  detail  on  page  12  et  seq.  in  the  appendix  to 
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this  report  the  steps  which  we  went  through  in  our  study  of  the 
areas  falling  into  the  two  different  categories. 

On  the  basis  of  the  findings  made  pursuant  to  our  studies  of 
each  of  the  areas  and  with  full  recognition  of  the  general  prin- 
ciples of  administrative  organization,  but  at  all  times  having  in 
mind  our  guide-rule  which  has  precluded  change  merely  for  the 
sake  of  change,  we  arrived  at  tentative  recommendations  to  be 
made  with  respect  to  the  area  being  studied. 

Once  tentative  recommendations  were  formulated,  the  heads 
of  the  agencies  to  be  affected  thereby  were  asked  to  give  us  the 
benefit  of  their  thoughts  and  advice.  After  having  received  the 
views  and  suggestions  of  the  agency  heads,  each  recommendation 
was  reconsidered  and  such  changes  or  modifications  as  we 
thought  appropriate  were  made.  The  recommendations  were 
then  formally  adopted  by  resolution,  and  legislation  was  drafted 
which,  if  adopted  by  the  General  Assembly,  would  accomplish 
the  desired  results.  The  proposed  legislation  will  be  submitted 
to  the  1955  General  Assembly. 

Conclusion 

The  Commission  hopes  that  this  explanation  of  our  methods 
of  study  will  serve  the  two  purposes  stated  in  the  introduction, 
and  in  addition  will  demonstrate  to  all  who  read  it  that  the 
recommendations  which  will  appear  in  our  reports  to  follow 
were  made  only  after  thorough  research  and  careful  deliberation. 
Those  recommendations  we  submit  with  the  earnest  conviction 
that  they  should  be  adopted. 


Note:  Attached  is  an  appendix  which  sets  forth  certain  ''principles  of 
administrative  organization"  aUd  also  explains  in  some  detail  the  processes 
of  the  Commission's  studies.  The  Commission  feels  that  the  information 
contained  in  this  appendix  may  be  of  interest  to  the  public. 


APPENDIX  A 

PRINCIPLES   OF   ADMINISTRATIVE    ORGANIZATION* 

(1)  Consolidate  all  administrative  agencies  into  a  small  number  of 
departments  (usually  ten  to  twenty)  organized  by  function.  Functional 
consolidation  will  eliminate  costly  overlapping  and  duplication,  settle  ques- 
tions of  uncertain  authority  and  responsibility,  and  encourage  intelligent, 
thorough  performance  of  logically  related  functions. 

(2)  Establish  clear  lines  of  authority  running  from  the  governor  at 
the  top  of  the  hierarchy  through  the  entire  organization.  The  governor's 
authority  over  the  organization  can  be  implemented  in  several  ways: 

(a)  Shorten  the  ballot  by  eliminating  most  elective  administrative 
officials.  A  long  ballot  detracts  public  attention  from  the  governor  as  the 
chief  executive  of  the  administration.  Independent,  elective  department 
heads  are  potentially  a  source  of  administrative  friction  and  confusion  in 
that  their  functions  are  more  difficult  to  coordinate  with  the  rest  of  the 
administration. 

(b)  Give  the  governor  powers  of  appointment  and  removal  over  all 
department  heads.  The  usual  restrictions  on  the  appointing  power  tend  to 
introduce  extraneous  considerations  into  the  selection  of  department  heads, 
who  should  be  appointed  on  the  basis  of  their  integrity  and  ability.  In 
order  that  department  heads  be  responsible  to  the  governor,  it  is  proposed 
that  they  serve  at  his  pleasure. 

(c)  Round  out  the  governor's  usually  vague  ''Supreme  executive 
power"  with  other  specific  authorities  that  go  to  make  up  the  complete 
chief  executive,  such  as  the  authority  to  require  reports  and  to  investigate 
any  administrative  activity. 

(3)  Establish  appropriate  staff  agencies  responsible  to  the  governor. 
These  will  raise  administrative  standards  throughout  the  organization  and 
properly  equip  the  governor  to  direct  the  administration  in  accordance 
with  his  policies  and  those  laid  down  by  the  legislature.  A  well-equipped 
chief  executive  will  have  the  following  assistance: 

(a)  An  adequate  personal  office  staff,  which  includes  personal  ad- 
visers, administrative  assistants,  and  appropriate  clerical  workers. 

(b)  A  functioning  cabinet,  composed  of  department  heads  clearly 
responsible  to  the  governor. 

(c)  A  central  budget  office,  with  authority  to  prepare  an  executive 
budget. 

(d)  A  central  accounting  office,  with  authority  to  prescribe  an  ac- 
counting system,  allot  appropriated  funds,  pre-audit  expenditures,  and 
make  final  settlement  of  accounts. 

(e)  A  central  personnel  office,  which  will  link  a  technically  sound 
merit  system  to  the  governor's  office  for  purposes  of  over-all  coordination. 

(f)  A  central  purchasing  office. 


*  Council  of  State  Governments,  Reorganizing  State  Government  (1950), 
pp.  3  ff. 
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(g)  A  planning  agency  to  carry  on  research,  evaluate  programs  in 
terms  of  general  coordination,  and  advise  the  governor  with  respect  to 
trends  and  future  needs. 

(4)  So  far  as  possible,  eliminate  the  use  of  boards  and  commissions  for 
administrative  work.  Plural-headed  agencies  tend  toward  lethargy,  inde- 
cision, and  an  undesirable  diffusion  of  responsibility.  Where  a  variety  of 
experience  and  opinion  needs  to  be  brought  to  bear  on  problems  at  the  ad- 
ministrative level,  it  can  be  supplied  in  most  cases  by  an  advisory  board 
which  will  counsel  but  not  detract  from  the  authority  and  responsibility 
of  a  single  administrator.  In  cases  where  an  agency  has  significant  quasi- 
legislative  or  quasi-judicial  functions,  a  board  can  be  justified,  but  the 
operating  affairs  of  the  agency  should  be  administered  through  a  single 
executive.  On  the  operating  level  the  affairs  of  plural-headed  agencies 
should  be  integrated  as  far  as  possible  with  the  rest  of  the  executive 
branch. 

(5)  An  independent  auditor,  with  authority  of  post-audit  only,  should 
be  established.  This  auditor,  with  no  responsibility  to  the  governor,  should 
verify  the  financial  regularity  of  the  administration  and  report  to  the 
legislature. 


APPENDIX  B 

PROCESSES  OF  THE  COMMISSION'S  STUDIES 

1.    Areas  Receiving  Thorough  Study: 

For  purposes  of  describing  the  processes  through  which  we  went  in 
studying  an  area  thoroughly,  we  shall  explain  those  processes  as  they  oc- 
curred in  our  study  of  the  area  of  Finance  and  Fiscal  Control.  These 
same  processes  were  gone  through  in  substantially  the  same  manner  in  our 
studies  of  all  other  areas  which  we  considered  thoroughly. 

First,  we  received  a  list  and  description  (in  ultimate  terms) 
of  all  of  the  functions  carried  on  in  the  area.  To  explain:  in  the 
area  we  use  here  as  an  example  (Finance  and  Fiscal  Control)  we 
found  that  the  following  functions  are  carried  on:  Budget  Prep- 
aration and  Control;  Purchasing;  Custody  and  Investment  of 
Funds;  Tax  Administration;  Supervision  of  Fiscal  Operations  of 
Local  Governmental  Units;  and  Tax  Research. 

Second,  we  made  ourselves  familiar  with  the  processes  that  go 
to  make  up  each  of  the  functions  listed.  To  explain:  we  found 
that  Budget  Preparation  consisted  of  the  various  steps  necessary 
to  the  preparation  of  a  tentative  budget  upon  the  basis  of  which 
the  Governor  requests  legislative  appropriations;  we  found  that 
Budget  Control  consists  of  the  steps  necessary  to  the  supervision 
of  the  expenditures  of  each  agency  to  insure  that  these  are  limited 
to  the  funds  allocated  for  it  and  are  spent  in  a  manner  consistent 
with  the  intent  of  the  legislature;  we  found  that  Tax  Administra- 
tion consists  of  such  processes  as  interpreting  the  Revenue  Act; 
promulgating  rules  and  regulations  to  enforce  provisions  of  the 
Revenue  Act;  collecting  taxes  through  assessments,  etc.,  in  con- 
formance with  the  Act  and  the  regulations;  making  decisions  as 
to  extensions  of  filing  time,  waiver  and  reduction  of  penalties; 
examining  books  of  taxpayers  in  certain  cases;  and  holding  hear- 
ings on  protested  assessments  or  interpretations  of  tax  statutes. 
And  so  on  for  the  remaining  functions. 

Third,  we  received  a  list  and  description  (including  the  his- 
torical development)  of  all  of  the  agencies  exercising  the  functions 
included  within  the  area  of  Finance  and  Fiscal  Control  and  an 
explanation  as  to  how  the  functions  had  been  allocated  among  the 
several  agencies.  To  explain:  we  found  that  the  Advisory  Budget 
Commission,  the  Budget  Bureau,  and  the  Governor,  as  Director  of 
the  Budget,  are  all  concerned  with  budget  preparation;  we  found 
that  the  Division  of  Purchase  and  Contract  is  concerned  with  pur- 
chasing; we  found  that  the  Office  of  the  Treasurer  is  concerned 
with  the  custody  and  investment  of  funds;  we  found  that  the 
Auditor's  Office  is  concerned  with  pre-auditing;  we  found  that  the 
Office  of  the  Treasurer  is  concerned  with  disbursement;  we  found 
that  the  Office  of  the  Auditor  and  the  Office  of  the  Treasurer  are 
concerned  with  accounting;  we  found  that  the  Office  of  the 
Auditor  is  concerned  with  post-auditing;  we  found  that  the  De- 
partment of  Revenue,  the  State  Board  of  Assessment,  and  the  Tax 
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Review  Board  are  concerned  with  tax  administration;  we  found 
that  the  Office  of  the  Treasurer  and  the  State  Board  of  Assess- 
ment are  concerned  with  the  fiscal  operations  of  local  governmental 
units;  and  we  found  that  the  Department  of  Tax  Research  is  the 
agency  principally  concerned  with  tax  research  but  that  the  De- 
partment of  Revenue  and  the  State  Board  of  Assessment  have 
statutory  authorization  for  concern  with  tax  research.  We 
found  that  the  possible  duplication  in  the  function  of  tax  research 
by  the  Department  of  Tax  Research,  the  Department  of  Revenue, 
and  the  State  Board  of  Assessment  is  probably  an  unintentional 
result  of  the  historical  development  of  the  three  agencies;  we 
found  that  the  numerous  ex  officio  duties  assigned  to  the  Treasurer 
are  the  probable  result  of  the  historical  changes  in  the  character 
of  that  office;   etc. 

Fourth,  we  received  and  considered  an  analysis  made  of  the 
relationships  existing  between  the  functions  performed  by  the 
several  agencies.  To  explain:  we  found  that  the  Budget  Bureau, 
the  Auditor's  Office,  and  the  Division  of  Purchase  and  Contract 
are  all  concerned  with  the  single  process  of  purchasing  items  for 
the  use  of  the  various  state  agencies  and  to  that  extent  at  least 
are  exercising  "related  functions";  we  found  that  the  Division  of 
Purchase  and  Contract,  the  Auditor's  Office,  and  the  Treasurer's 
Office  are  all  concerned  with  the  paying  out  of  money  for  a  pur- 
chase that  has  been  made  for  one  of  the  various  state  agencies 
and  to  that  extent  are  exercising  "related  functions";   etc. 

Fifth,  we  received  a  description  and  analysis  of  the  possible 
ways  (including  those  adopted  or  proposed  in  other  states)  in 
which  various  functions  could  be  or  might  be  consolidated,  sepa- 
rated, or  reallocated.  To  explain:  we  found  that  several  states 
have  combined  in  one  agency  all  those  functions  which  might  be 
classified  as  expenditure  control,  including  budget  preparation  and 
control,  purchasing,  disbursement,  and  accounting;  we  found  that 
in  still  other  states  those  functions  which  may  be  classified  as  tax 
administration  were  included  in  a  single  agency  along  with  ex- 
penditure control  functions;  we  found  that  in  still  other  states  all 
of  the  various  functions  were  placed  in  separate  agencies;  etc. 

Sixth,  we  considered  and  discussed  the  probable  consequences 
if  any  of  these  ways  of  reorganization  were  to  be  applied  in 
North  Carolina:  To  explain:  we  found  that  any  attempt  to  place 
the  Auditor's  Office  under  the  control  of  a  department  headed  by 
an  appointed  official  might  require  a  constitutional  amendment, 
since  the  Auditor's  Office  in  this  state  is  a  constitutional  and  elec- 
tive office;  we  found  that  any  attempt  to  combine  several  of  the 
functions  having  to  do  with  expenditure  control  might  result  in 
nothing  more  than  providing  the  Governor  with  a  financial 
assistant,  since  as  a  matter  of  fact  the  Budget  Bureau  and  the 
Division  of  Purchase  and  Contract  are  already  both  part  of  the 
Executive  Department. 

Seventh,    we    considered    certain    specific    questions    directed 
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toward  certain  specific  conditions  which  did  not  necessarily  call 
for  reorganization  but  might  well  have  been  in  the  scope  of  the 
Commission's  work.  To  explain:  we  considered  whether  or  not 
we  should  make  any  recommendation  as  to  the  possible  use  by  the 
Division  of  Purchase  and  Contract  of  certain  methods  for  testing 
materials  purchased  for  the  state;  we  considered  whether  to  make 
any  recommendation  concerning  the  extent  of  the  powers  of  the 
Budget  Bureau  over  particular  expenditures  by  other  state 
agencies. 
2.  Areas  Receiving  Thorough  Study  Only  with  Reference  to  Apparent 
Trouble  Spots: 

Our  procedures  of  study  with  regard  to  areas  in  the  second  category; 
i.e.,  areas  receiving  thorough  study  only  with  reference  to  apparent  trouble 
spots,  varied  considerably  depending  on  the  nature  of  the  problems  en- 
countered. For  instance,  in  the  area  of  Agriculture,  which  is  an  area  of 
the  second  category,  we  were  principally  concerned  with  the  existence  of 
several  agencies  that  either  were  no  longer  functioning  or  were  function- 
ing in  such  a  limited  fashion  that  their  duties  could  readily  be  absorbed 
by  other  agencies;  whereas,  in  the  area  of  Business  Regulation  we  were 
concerned  with  the  existence  of  a  problem  of  overlapping,  duplication, 
and  confusion  with  respect  to  the  regulation  of  building  construction.  For 
purposes  of  illustration  here,  we  shall  describe  the  processes  of  our  study 
as  they  occurred  in  the  area  of  Business  Regulation. 

First,  we  received  a  list  and  description  in  general  terms  of  all 
of  the  functions  carried  on  in  the  area  of  Business  Regulation. 
We  found  that  the  state  is  regulating  the  business  of  various  fi- 
nancial agencies  such  as  insurance  companies,  hospital  and  medi- 
cal service  corporations,  building  and  loan  associations,  land  and 
loan  associations,  collection  agencies,  mutual  burial  associations, 
credit  unions,  banks,  trust  companies,  and  loan  agencies;  public 
utilities  and  transportation  companies;  gasoline  and  oil  com- 
panies;  building  construction,  etc. 

Second,  we  received  descriptive  reports  of  the  organization  and 
operations  of  agencies  exercising  functions  where  it  was  believed 
there  might  be  some  possibilities  of  reorganization.  Thus,  we  re- 
ceived reports  describing  the  activities  of  agencies  whose  functions 
included  building  regulation  and  inspection,  and  of  agencies  regu- 
lating financial  institutions.  From  the  former  report  we  learned 
that  12  state  agencies,  the  General  Assembly,  cities,  counties, 
sanitary  districts,  and  local  boards  of  health  are  involved  in  the 
field  of  building  regulation  and  inspection,  not  to  mention  6  pro- 
fessional licensing  agencies  dealing  with  members  of  the  construc- 
tion industry. 

Third,  we  received  and  considered  an  analysis  of  the  relationships 
existing  between  the  functions  performed  by  each  of  the  agencies 
within  these  fields.  Thus,  we  found  that  the  Building  Code  Coun- 
cil, the  State  Board  of  Health,  the  Medical  Care  Commission,  the 
Board  of  Boiler  Rules,  the  Department  of  Labor,  and  the  Depart- 
ment  of   Agriculture    are   all   engaged    in   promulgating   building 
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regulations  of  various  types.  We  found  that  the  approval  of  the 
Department  of  Insurance,  the  State  Board  of  Health,  the  Depart- 
ment of  Labor,  and  the  Department  of  Agriculture  might  be  re- 
quired for  a  particular  set  of  plans  for  private  construction.  In 
addition  to  these,  the  approval  of  the  Medical  Care  Commission, 
the  Department  of  Public  Instruction,  the  Budget  Bureau,  the 
Board  of  Public  Buildings  and  Grounds,  and/or  the  Memorials 
Commission  might  be  required  for  the  construction  of  a  public 
building.  The  Department  of  Insurance,  the  State  Board  of 
Health,  the  State  Board  of  Education,  the  Department  of  Labor, 
and  the  Department  of  Agriculture  are  all  engaged  in  making  in- 
spections for  unsafe  or  unhealthful  conditions. 
Fourth,  we  received  a  description  and  analysis  of  the  possible 
ways  (including  those  proposed  or  adopted  in  other  states)  in 
which  the  various  functions  of  agencies  in  a  particular  field  might 
be  reorganized.  Thus,  we  found  that  in  some  states  all  building 
regulation  is  combined  in  the  hands  of  a  single  agency;  in  other 
states  the  approval  of  plans  for  all  public  buildings  is  combined  in 
a  single  agency;   etc. 

Fifth,  we  considered  the  probable  consequences  if  these  ways  of 
reorganization  were  to  be  applied  in  North  Carolina. 
Sixth,  we  considered  some  related  problems  not  necessarily  in- 
volving reorganization  but  of  immediate  consequence  to  our  work. 
Thus,  we  found  that  the  building  laws  of  the  state  were  in  serious 
need  of  revision. 
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His  Excellency 

Governor  of  North  Carolina 

Raleigh,  North  Carolina 

Your  Excellency: 

The  Commission  on  Reorganization  of  State  Government 
herewith  transmits  to  Your  Excellency  its  Report  on  the  area 
of  Finance  and  Fiscal  Control. 

It  is  the  sincere  conviction  of  the  Commission  that  the  adop- 
tion of  the  recommendations  contained  in  this  Report  will  sub- 
stantially improve  the  administration  of  the  financial  and  fiscal 
functions  of  the  government  of  North  Carolina. 

Respectfully, 

David  Clark 

John  D.  Larkins,  Jr. 

William  F.  Marshall 

R.  Grady  Rankin 

W.  Frank  Taylor 

C.  W.  Tilson 

Thomas  Turner 

Harriet  L.  Herring,  Secretary 

William  B.  Rodman,  Jr.,  Chairman 


Report   of   the   Commission  en  Reorganization 
of   State  Government 

FINANCE  AND   FISCAL   CONTROL 
Agencies  Dealt  With 

1.  Department  of  Revenue 

2.  State  Board  of  Assessment 

3.  Tax  Review  Board 

4.  Department  of  Tax  Research 

5.  Department  of  Insurance  (consideration  limited  here  to  tax 
collection  aspects) 

6.  Department  of  Motor  Vehicles  (consideration  limited  here  to 
tax  collection  aspects) 

7.  Advisory  Budget  Commission 

8.  Budget  Bureau 

9.  Board  of  Av^ards 

10.  Division  of  Purchase  and  Contract 

11.  Personnel  Department   (consideration  limited  here  to  fiscal 
control  aspects) 

12.  Board  of  Public  Buildings  and  Grounds  (consideration  limit- 
ed here  to  fiscal  control  aspects) 

13.  Office  of  the  State  Auditor 

14.  Office  of  the  State  Treasurer  (including  the  Local  Govern- 
ment Commission) 

Introduction 

The  Commission's  study  of  the  area  of  Finance  and  Fiscal 
Control  revealed  that  the  functions  administered  in  the  area 
fall  into  three  broad  classifications.  These  are  (1)  functions 
having  to  do  v^ith  tax  administration,  (2)  functions  having  to 
do  v^ith  expenditure  control,  and  (3)  functions  having  to  do 
v^ith  the  custody  and  investment  of  funds.  Consequently,  this 
report  is  divided  into  three  sections  dealing  v^ith  the  agencies 
exercising  the  functions  included  in  each  of  the  three  broad 
categories.  First,  we  discuss  those  agencies  administering  func- 
tions having  to  do  v^ith  tax  administration ;  second,  those  agen- 
cies administering  functions  having  to  do  v^ith  expenditure 
control;  and  third,  those  agencies  administering  functions  hav- 
ing to  do  with  custody  and  investment  of  funds. 
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A.     Tax  Administration 

The  agencies,  with  their  principal  functions,  which  are  con- 
sidered here  are  as  follows: 

1.  The  Department  of  Revenue  with  the  primary  function  of 
collecting  state  taxes. 

2.  The  State  Board  of  Assessment  with  the  primary  function 
of  assessing  the  property  of  public  service  companies  and  rail- 
roads for  local  ad  valorem  taxes. 

3.  The  Tax  Review  Board  with  the  principal  function  of 
adjusting  income  and  franchise  tax  allocation  formulas  ap- 
plicable to  certain  corporations  and  the  additional  function  of 
promulgating  rules  and  regulations  for  the  administration  of 
most  state  taxes. 

4.  The  Department  of  Tax  Research  with  the  principal 
function  of  performing  research  concerning  the  economic  inci- 
dence of  taxation. 

Also  considered  with  reference  to  collection  of  taxes  are  the 
Department  of  Insurance  and  the  Department  of  Motor  Vehicles. 

Explanation  of  Findings  and  Recoinniendations 

North  Carolina  imposes  and  collects  an  inheritance  tax,  a 
gift  tax,  license  and  privilege  taxes  on  trades  and  professions, 
a  beverage  tax,  franchise  taxes,  an  income  tax,  a  sales  tax,  a  use 
tax,  a  tax  on  the  gross  premiums  paid  insurance  companies,  a 
tax  on  the  gross  earnings  of  freight  car  companies  (suspended 
at  the  present  time) ,  a  motor  fuels  gallonage  tax,  a  gas  and  oil 
inspection  tax  (or  fee),  and  a  motor  vehicle  license  tax. 

The  North  Carolina  Constitution  permits  the  state  to  impose 
and  collect  an  ad  valorem  property  tax,  and  for  a  long  time 
North  Carolina  used  this  source  of  revenue.  But  for  a  number 
of  years  the  state  has  not  used  this  taxing  power  for  its  own 
needs;  instead,  under  a  form  of  state  supervision  dating  from 
the  time  when  the  state  used  the  tax,  North  Carolina  authorizes 
its  counties  and  municipalities  to  tax  real  and  tangible  personal 
property  ad  valorem.  In  behalf  of  the  local  governments  the 
state  now  imposes  and  collects  a  tax  on  intangible  personal 
property  and,  after  deducting  the  costs  of  administering  the 
tax,  returns  the  proceeds  to  the  counties  and  municipalities. 

It  is  well  to  remember  that  all  taxes  are  imposed  by  statutes 
enacted  by  the  General  Assembly  under  constitutional  authority. 
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The  interpretation  placed  upon  a  statute  by  regulation  or  de- 
partmental practice  governs  the  determination  of  who  must 
pay  the  tax  and  how  much  he  must  pay.  Determination  of  lia- 
bility forms  the  basis  for  collecting  or  enforcing  payment.  Only 
when  the  statute  has  been  interpreted  and  the  tax  collected  can 
the  funds  be  deposited.  The  testing  of  tax  methods  and  pro- 
cedures, a  sort  of  self-analysis,  embraces  the  whole  range  of  tax 
operations.  Similarly,  management  of  the  money  and  persons 
used  in  carrying  out  those  operations  encompasses  them  all. 

From  these  interlocking  relationships  in  the  tax  administra- 
tion field  we  were  able  to  identify  the  basic  tax  functions.  We 
catalogued  these  functions  in  three  ways : 

1.  We  classified  the  nature  of  each  function  or  each  part  of  a 
function  under  one  of  the  following  broad  designations : 

a.  Quasi-legislative,  that  is,  primarily  concerned  with  the 
making  of  rules  and  regulations  having  a  force  roughly  equiva- 
lent to  statute  law. 

b.  Quasi-judicial,  that  is,  normally  involving  a  semblance 
of  adversary  proceedings  and  producing  interpretative  decisions 
having  a  force  roughly  equivalent  to  decisions  of  a  court  of  law. 

c.  Administrative,  that  is,  neither  quasi-legislative  nor 
quasi-judicial  as  those  terms  have  been  defined  here. 

2.  We  noted  the  governmental  agency  now  responsible  for 
performing  each  function  or  procedure  within  each  function. 
In  doing  this  we  came  to  a  few  general  conclusions  (subject  to 
a  few  exceptions)  on  North  Carolina's  legislative  policy  about 
the  kinds  of  agencies  to  which  the  various  kinds  of  tax  functions 
should  be  allotted: 

a.  Ordinary  administrative  duties  should  be  handled  by  a 
single  executive,  unless  such  a  duty  requires  the  exercise  of  extra- 
ordinary discretion  in  money  matters,  in  which  event  the  single 
administrator  may  be  allowed  board  or  commission  advice  and 
possibly  a  sharing  of  responsibility  for  decisions. 

b.  Functions  quasi-legislative  in  nature — that  is,  functions 
having  to  do  with  the  making  of  formal  rules  and  regulations — 
should  be  handled  by  boards  rather  than  by  single  executives. 
The  idea  is  that  neither  the  administrator  nor  the  taxpayer 
should  have  final  say  in  the  formal  interpretation  of  tax  statutes ; 
formal  regulations  should  apply  to  both  the  administrator  and 
taxpayer  and  should  be  promulgated  by  some  third  agency — 
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preferably  a  board  or  commission  capable  of  representing  all 
sides. 

c.  Functions  quasi-judicial  in  nature  should  be  handled  by 
boards  rather  than  by  single  administrators.  Taxpayers  are 
fearful  of  the  decisions  of  a  single  executive  in  tax  cases.  They 
are  afraid  the  collector  is  more  interested  in  his  record  than  in 
the  peculiarities  or  special  equities  of  their  problems.  The 
legislature  (in  theory,  at  least)  has  generally  recognized  this 
fear. 

3.  We  identified  the  places  at  which  the  responsible  agencies 
impinge  or  may  impinge  upon  each  other  in  the  promulgation  of 
policies  or  in  the  overlapping  or  conflicting  of  administration. 
The  follov^ing  discussion  v^ill  deal  w^ith  some  of  these  problems. 

Points  of  Special  Concern  to  the  Commission 

In  a  large  measure  the  Commissioner  of  Revenue  is  already 
responsible  for  directing  most  of  the  functions  of  tax  administra- 
tion v^hich  deal  directly  vs^ith  the  state-imposed  taxes.  Similarly 
the  State  Board  of  Assessment  is  responsible  for  directing 
administration  of  most  of  the  functions  which  deal  directly 
with  local  ad  valorem  property  taxes.  The  Tax  Review  Board, 
created  in  1953,  has  been  assigned  a  special  state  tax  function 
and  has  been  assigned  a  general  power  to  make  rules  and  regula- 
tions for  interpreting  and  enforcing  most  state-imposed  taxes. 
While  the  existing  statutory  allocation  of  functions  limits  the 
area  of  potential  policy  and  administrative  conflict,  we  were 
able  to  identify  four  areas  of  major  concern  and  several  areas 
of  lesser  concern: 

1.  Making  and  promulgating  regulations  for  the  enforcement 
and  interpretation  of  statutes  imposing  state  taxes.  This  func- 
tion we  classified  as  quasi-legislative  in  nature.  We  found  that 
statutes  now  on  the  books  can  be  interpreted  as  placing  sub- 
stantially equal  authority  to  perform  this  function  in  the  hands 
of  three  separate  agencies  (the  State  Board  of  Assessment,  the 
Tax  Review  Board,  and  the  Commissioner  of  Revenue).  We 
found  some  opinion  that  the  action  of  the  1953  General  Assembly 
conferring  rule-making  power  on  the  Tax  Review  Board  worked 
an  implied  repeal  of  the  Commissioner  of  Revenue's  independent 
power  to  make  state  tax  regulations,  and  similarly  an  implied 
repeal  of  the  State  Board  of  Assessment's  power  in  this  field. 
Our  concern  was  not  so  much  with  the  legal  technicality  of  the 
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repeal  as  with  the  need  for  settling  the  factual  questions:  Is 
it  not  possible  that  the  Commissioner  of  Revenue  may  differ 
from  his  fellow  members  of  the  Tax  Review  Board  on  a  rule- 
making point?  May  the  Commissioner  write  the  rule  one  way 
and  a  majority  of  the  Tax  Review  Board  write  it  another?  On 
whose  rule  may  the  taxpayer  rely?  Suppose  a  majority  of  the 
State  Board  of  Assessment  should  make  and  publish  a  regulation 
directly  in  conflict  with  one  already  issued  by  the  Commissioner 
of  Revenue  or  by  the  Tax  Review  Board,  what  should  the  tax- 
payer do  then? 

The  State  Board  of  Assessment  is  composed  of  the  Commis- 
sioner of  Revenue,  the  State  Treasurer,  the  Director  of  the 
Department  of  Tax  Research,  the  Chairman  of  the  Utilities  Com- 
mission, and  the  Attorney  General.  Three  members  of  this 
board — the  Commissioner  of  Revenue,  the  State  Treasurer,  and 
the  Director  of  the  Department  of  Tax  Research — comprise  the 
membership  of  the  Tax  Review  Board.  The  Commissioner  of 
Revenue  serves  as  chairman  of  both  boards,  and  both  boards 
must  arrange  for  needed  men  and  money  through  the  Depart- 
ment of  Revenue.  The  strength  of  the  Commissioner  of  Reve- 
nue's position  and  the  close  identity  in  board  memberships  we 
recognized  as  mitigating  much  of  the  danger  of  overlapping, 
duplication,  and  conflict  in  practice.  For  example,  we  noted  that 
the  State  Board  of  Assessment  has  not  seen  fit  to  exercise  its 
state  tax  rule-making  power.  But  while  the  Tax  Review  Board 
is  still  in  its  infancy  and  has  drafted  no  rules  or  regulations  of 
its  own,  we  noted  that  it  has  recognized  its  authority  by  taking 
formal  action  to  adopt  as  its  own  all  state  tax  regulations  pre- 
viously promulgated  by  the  Commissioner  of  Revenue. 

We  are  convinced  that  the  danger  of  overlapping,  duplication, 
and  conflict  is  present. 

Considered  historically  the  Commissioner  of  Revenue's  rule- 
making power  is  junior  to  that  of  the  State  Board  of  Assessment 
but  senior  to  that  of  the  Tax  Review  Board.  We  noted  with 
interest  that  the  legislature's  most  recent  expression  on  the 
point  conferred  the  rule-making  power  on  the  Tax  Review  Board, 
an  action  which  seemed  to  follow  the  general  policy  we  observed 
in  the  allocation  of  quasi-legislative  functions  in  tax  administra- 
tion. 

While  the  point  is  not  free  of  doubt  and  the  statutory  language 
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is  confusing,  we  believe  that  the  legislative  intention  at  the  time 
the  office  of  Commissioner  of  Revenue  v^as  created  was  to  grant 
him  all  the  administrative  power  he  needed  to  run  his  department 
and  collect  taxes.  We  do  not  think  the  General  Assembly  intend- 
ed to  grant  the  Commissioner,  a  single  executive,  authority  to 
make  regulations  of  a  quasi-legislative  nature.  We  believe  the 
General  Assembly  intentionally  left  this  power  with  the  State 
Board  of  Assessment.  If  this  interpretation  is  correct,  we  see 
in  the  legislature's  1953  grant  of  rule-making  authority  to  the 
Tax  Review  Board  more  conflict  with  the  State  Board  of  Assess- 
ment than  with  the  Commissioner  of  Revenue.  We  recognize 
this  conflict  as  more  apparent  than  real  in  view  of  the  fact  that 
the  State  Board  of  Assessment  has  not  seen  fit  to  exercise  its 
authority. 

We  believe  that  this  statutory  basis  for  conflict  should  be 
removed  by  legislation  giving  the  Tax  Review  Board  exclusive 
power  to  make  rules  and  regulations.  We  do  not  intend  to  strip 
the  Commissioner  of  Revenue  of  any  power  needed  for  the 
efficient  administration  of  his  Department,  but  we  do  believe 
that  vague  statutory  language  which  might  be  interpreted  as 
granting  the  Commissioner  a  conflicting  power  to  make  rules 
should  be  clarified  or  repealed.  Since  the  Commissioner  will 
be  charged  with  administering  the  taxes  and  interpreting  rules 
promulgated  by  the  Tax  Review  Board  (an  agency  on  which  the 
Commissioner  will  no  longer  sit  if  our  other  recommendations 
are  adopted),  we  believe  the  Tax  Review  Board  should  be  re- 
quired to  seek  his  counsel  and  advice  both  with  regard  to  its 
rule-making  and  corporate  tax  formula  adjustment  decisions. 
We  believe  that  the  unused  rule-making  power  of  the  State 
Board  of  Assessment  should  be  eliminated. 

2.  Hearing  individual  taxpayers'  appeals.  Generally  speak- 
ing, taxpayers  have  two  kinds  of  appeal  rights — an  appeal  with- 
in the  executive  hierarchy  administering  the  tax,  and  an  appeal 
outside  the  executive  hierarchy  to  the  courts.  Our  chief  con- 
cern lies  within  the  executive  hierarchy,  that  is,  with  the  tax- 
payers' right  of  review  and  appeal  within  the  agencies  of  the 
state's  tax  administration. 

It  is  correct  to  assume  that  a  taxpayer  is  entitled  under 
normal  administrative  practice  to  confer  with  the  officials  charg- 
ed with  assessing  and  collecting  taxes  from  him.     This  con- 
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f erence  may  be  very  informal,  less  informal,  or  downright  formal. 
Nevertheless,  it  remains  a  conference.  At  the  opposite  end  of 
the  administrative  appeal  scale  is  the  formal  hearing  before 
some  board  or  commission,  a  hearing  that  must  be  applied  for 
through  strictly  prescribed  procedures,  a  hearing  in  which  the 
semblance  of  an  adversary  proceeding  is  retained.  This  is  the 
kind  of  hearing  we  have  called  quasi- judicial. 

In  the  North  Carolina  statutes,  however,  we  have  found  au- 
thority for  still  a  third  type  of  administrative  hearing.  We 
have  found  that  the  state  tax  statutes  generally  grant  the  tax- 
payer aggrieved  by  some  liability  decision  of  the  Department 
of  Revenue  a  right  to  a  ''hearing"  before  the  Commissioner  of 
Revenue.  While  the  point  is  nowhere  clearly  made  and  the 
language  of  the  statutes  is  far  from  decisive,  we  believe  that 
this  ''hearing"  was  intended  by  the  General  Assembly  as  an 
administrative  rather  than  a  quasi-judicial  procedure.  We  note 
that  from  the  first  the  General  Assembly  empowered  the  State 
Board  of  Assessment  to  hear  appeals  from  decisions  of  the  Com- 
missioner and  his  Department.  We  believe  that  the  legislature 
intended  the  board's  review  to  be  quasi- judicial  in  nature. 

Through  the  years,  however,  the  "hearings"  before  the  Com- 
missioner of  Revenue  have  come  to  assume  many  of  the  charac- 
teristics of  a  quasi-judicial  rather  than  administrative  pro- 
cedure. Today  many  aggrieved  taxpayers — especially  income 
and  sales  taxpayers — feel  that  they  must  assert  this  right  to 
a  hearing  before  the  Commissioner,  and  the  result  is  that  an 
unusually  large  part  of  the  Commissioner's  office  time  is  taken 
up  in  the  holding  of  such  hearings.  They  now  assume  many  of 
the  formal  aspects  of  an  adversary  proceeding.  The  conferring 
of  quasi-judicial  authority  upon  a  single  tax  executive  does  not 
fit  the  general  legislative  pattern  in  this  state. 

From  decisions  of  the  Commissioner  of  Revenue  the  state 
taxpayer  has  long  had  two  possible  routes  for  appeal  to  the 
courts :  He  can  pay  the  disputed  tax  and  bring  suit  immediately 
in  the  superior  court  for  a  refund;  or,  without  paying  the  tax, 
he  can  appeal  the  Commissioner's  decision  to  the  State  Board  of 
Assessment.  If  not  satisfied  by  the  action  of  the  Board,  the  tax- 
payer can  still  pay  the  tax  under  protest  and  bring  suit  for  re- 
covery. We  noticed  with  interest  that  the  right  to  appeal  first 
to  the  State  Board  of  Assessment — with  its  obvious  advantage 
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of  not  having  to  pay  the  tax  before  taking  the  appeal — has  been 
used  sparingly  through  the  years  and  in  the  last  few  years  not 
at  all.  We  observed  that  the  Commissioner  of  Revenue  sits  as 
chairman  of  the  State  Board  of  Assessment,  that  he  can  exercise 
its  functions  when  the  Board  is  not  sitting,  and  that  the  Board 
is  financed  through  the  Department  of  Revenue's  budget. 

It  is  our  opinion  that  the  administrative  hearings  before  the 
Commissioner  of  Revenue  should  be  retained  as  necessary  ad- 
juncts of  proper  administration  of  the  affairs  of  the  Depart- 
m.ent.  But,  it  is  also  our  firm  opinion  that  a  clear-cut  quasi- 
judicial  hearing  in  which  the  Commissioner  of  Revenue  appears 
only  in  support  of  his  decision  should  be  available  to  the  ag- 
grieved taxpayer  prior  to  payment  of  the  disputed  tax.  We 
believe  that  this  objective  can  best  be  accomplished  by  replacing 
the  Commissioner  of  Revenue  on  the  appellate  agency  with  an 
individual  wholly  unconnected  with  the  duty  of  collecting  state- 
imposed  taxes. 

In  the  ad  valorem  property  tax  field  we  found  an  allied  prob- 
lem. It  has  to  do  with  the  original  assessment  of  the  property 
of  public  service  and  railroad  companies  by  the  State  Board  of 
Assessment  for  taxation  by  local  units.  While  the  ordinary  land- 
owner or  owner  of  personal  property  has  a  full  series  of  ad- 
ministrative appeal  rights — from  township  list  taker  to  county 
tax  supervisor  to  county  board  of  equalization  and  review  to  the 
State  Board  of  Assessment — we  found  that  the  public  service  or 
railroad  company,  after  being  assessed  by  the  State  Board,  has 
no  meaningful  right  of  administrative  appeal,  although  it  can, 
of  course,  pay  the  tax  under  protest  and  sue  to  recover.  Its  only 
administrative  recourse  is  to  petition  for  a  re-hearing  by  the 
State  Board  of  Assessment,  the  agency  that  assessed  its  property 
in  the  first  place. 

We  take  the  same  view  of  this  situation  that  we  take  of  the 
state  tax  situation.  First  we  observe  that  the  assessment  func- 
tion is  more  administrative  in  nature  than  anything  else.  We 
observe  that  much  of  the  actual  work  of  setting  the  assessments 
is  now  being  performed  by  a  division  of  the  Department  of 
Revenue  rather  than  by  the  State  Board  in  joint  action.  We  are 
of  the  opinion  that  these  facts  should  be  recognized  in  the  law 
and  that  the  original  assessment  work  should  be  made  the  re- 
sponsibility of  the  Department  of  Revenue.    If  that  is  done,  the 
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public  service  and  railroad  companies  can  then  be  granted  a 
right  to  appeal  the  Commissioner  of  Revenue's  assessment  de- 
cisions to  the  Tax  Review  Board  (successor  to  the  State  Board 
of  Assessment)  without  first  having  to  pay  the  tax.  This  would 
give  these  taxpayers  a  quasi-judicial  review  comparable  to  that 
already  afforded  other  property  taxpayers. 

3.  Need  for  independence  among  separate  tax  agencies.  We 
have  already  called  attention  to  the  fact  that  the  Tax  Review 
Board  is  composed  of  three  of  the  five  members  of  the  State 
Board  of  Assessment  and  that  the  Commissioner  of  Revenue  sits 
as  chairman  of  both  these  boards.  We  have  also  noted  what  we 
believe  to  be  an  undesirable  consequence  of  the  Commissioner  of 
Revenue's  membership  on  the  State  Board  of  Assessment. 

As  we  understand  the  legislative  intention,  the  State  Board 
of  Assessment,  the  Tax  Review  Board,  and  the  Department  of 
Revenue,  should  each  be  an  independent  agency  in  the  state's 
tax  administration  or  else  the  usefulness  of  each  is  hampered. 
Yet  neither  the  State  Board  of  Assessment  nor  the  Tax  Review 
Board  has  any  money  of  its  own,  neither  has  any  employees  of 
its  own,  and  neither  functions  as  a  full-time  agency.  Both 
boards  depend  upon  the  Department  of  Revenue  for  the  men  and 
money  needed  to  carry  on  their  work. 

(One  interesting  consequence  of  this  situation  has  been  the 
relative  ease  with  which  it  has  been  possible  to  avoid  any  over- 
lapping of  effort  among  the  three  agencies  in  those  areas  in 
which  there  is  plain  overlapping  in  statutory  authority.) 

Regardless  of  how  these  arrangements  have  worked  in  prac- 
tice, it  is  apparent  that  the  situation  offers  possibilities  for  an 
agency  responsible  for  one  set  of  tax  functions  to  cut  off  or  con- 
trol the  activities  of  two  other  agencies  responsible  for  other  tax 
functions.  If  the  work  assigned  the  two  boards  by  statute  has 
merit,  we  believe  that  the  present  arrangements  under  which  an 
equal  but  not  superior  agency  can  control  the  ability  of  two  other 
agencies  to  perform  assigned  duties  demonstrates  a  clear  need 
for  legislative  clarification. 

It  is  our  belief  that  a  single  board  set  up  for  full-time  work 
should  succeed  to  the  responsibilities  of  the  two  existing  boards, 
and  the  successor — regardless  of  its  designation — ^should  be 
made  independent  of  the  Department  of  Revenue  in  fact  as  well 
as  theory.    We  believe  it  would  be  advisable  to  accept  the  most 
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recent  expression  of  the  legislative  will  and  transfer  to  the  Tax 
Review  Board  all  duties  now  assigned  the  State  Board  of  Assess- 
ment (and  not  placed  elsewhere  under  our  other  recommenda- 
tions) and  then  abolish  the  latter  board. 

4.  Tax  research,  analyzing  methods  of  assessment  and  collec- 
tion and  the  results  obtained  from  their  use.  A  close  examina- 
tion of  the  term  ''tax  research"  will  disclose  that  it  encompasses 
more  than  analysis  of  tax  methods  and  results.  Every  tax 
agency  needs  to  examine  its  own  methods  and  procedures.  This 
kind  of  self-analysis  or  "tax  research"  is  an  integral  part  of  the 
work  of  every  tax  official.  It  would  be  crippling  to  cut  it  off. 
On  the  other  hand,  examination  and  analysis  of  the  state's  tax 
system  itself — its  theoretical  basis,  its  economic  effects,  and  its 
uniformity  and  equitable  distribution — go  beyond  the  kind  of 
self -analysis  an  agency  administering  a  tax  statute  would  con- 
duct as  a  normal  incident  of  good  administration. 

We  draw  this  distinction  between  the  two  kinds  of  **tax  re- 
search" to  emphasize  our  opinion  that  while  self-analysis  is  an 
essential  ingredient  of  tax  administration,  examination  of  the 
system  itself  and  its  economic  incidence  goes  beyond  adminis- 
tration of  tax  schedules  into  the  area  of  governmental  fiscal 
policy,  a  kind  of  research  that  need  not  be  the  concern  of  ad- 
ministrative agencies  in  the  tax  field.  It  is  with  this  kind  of 
*'tax  research"  that  we  are  concerned. 

With  respect  to  state  taxes,  the  statutes  can  be  interpreted  as 
giving  three  separate  agencies  (the  Commissioner  of  Revenue, 
the  State  Board  of  Assessment,  and  the  Department  of  Tax  Re- 
search) substantially  equal  authority  to  perform  broad  tax  re- 
search. While  we  have  found  little  evidence  of  overlapping  in 
research  work,  we  are  convinced  that  three  separate  agencies, 
under  independent  directorships,  are  potentially  capable  of  per- 
forming the  same  functions  for  the  same  purpose.  This  we 
believe  to  be  wasteful  of  men  and  money  and  potentially  danger- 
ous to  policy-making. 

With  respect  to  local  ad  valorem  taxes,  the  statutes  can  be 
interpreted  as  giving  two  separate  agencies  (the  State  Board  of 
Assessment  and  the  Department  of  Tax  Research)  equal  author- 
ity to  perform  broad  tax  research.  Regardless  of  how  the  two 
agencies  have  handled  the  work  in  practice,  it  is  plain  that  they 
are  potentially  capable  of  duplicating  each  other's  work  for  the 
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same  end.    This  we  believe  to  be  wasteful  and  potentially  danger- 
ous to  policy-making. 

5.  Additional  matters  of  concern.  We  list  here  three  matters 
which  we  believe  to  be  potentially  capable  of  causing  trouble  in 
the  administration  of  the  state's  tax  system.  We  do  not  think 
they  are  causing  any  material  difficulty  at  the  present  time. 
While  we  think  their  presence  should  be  noted,  we  make  no 
recommendations  for  altering  the  existing  arrangements. 

a.  Collection  of  state  taxes  by  non-tax  agencies:  In  two 
instances  administrative  responsibility  for  the  collection  of  major 
state  taxes  has  been  assigned  to  agencies  of  the  state  govern- 
ment wholly  outside  the  fiscal  area.  The  taxes  on  insurance 
companies  imposed  by  Schedule  I-B  of  the  Revenue  Act  are  col- 
lected by  the  Commissioner  of  Insurance,  and  the  motor  vehicle 
license  tax  imposed  by  Chapter  20  of  the  General  Statutes  is 
administered  by  the  Commissioner  of  Motor  Vehicles.  At  one 
time  both  of  these  taxes  were  administered  by  the  Commissioner 
of  Revenue.  While  we  have  made  no  exhaustive  study  of  the 
problem,  we  do  not  think  the  Commissioner  of  Revenue  would  be 
overburdened  if  this  work  were  reassigned  to  his  department. 
On  the  other  hand,  we  are  aware  that  the  General  Assembly  has 
made  a  deliberate  decision  to  transfer  administration  of  these 
taxes  from  the  Commissioner  of  Revenue  to  agencies  primarily 
engaged  in  regulatory  and  law  enforcing  activities  growing  out 
of  the  insurance  business  and  the  use  of  motor  vehicles.  We 
found  no  sentiment  for  returning  these  taxes  to  the  Department 
of  Revenue,  and  we  can  see  no  indications  that  the  taxes  could 
be  more  efficiently  or  more  economically  administered  in  the 
Department  of  Revenue  than  by  the  agencies  now  responsible. 
In  fact,  we  find  that  there  is  a  possibility  that  the  cost  to  the 
state  might  be  increased  by  the  retransfer. 

b.  Accounting  for  state  taxes  collected:  While  the  Depart- 
ment of  Insurance  accounts  for  the  taxes  it  collects,  the  Depart- 
ment of  Motor  Vehicles  (by  contract)  has  turned  over  to  the 
Accounting  Division  of  the  Department  of  Revenue  the  work  of 
accounting  for  motor  vehicle  license  tax  receipts,  a  service  for 
which  the  Department  of  Motor  Vehicles  pays  the  Department 
of  Revenue  $50,000  a  year.  While  the  chances  for  duplication 
and  overlapping  in  this  arrangement  are  not  great,  the  pos- 
sibility of  conflicting  policies  is  apparent.  It  is  theoretically 
possible  for  the  Revenue  Department's  Accounting  Division  to 
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damage  the  effectiveness  of  the  Department  of  Motor  Vehicles' 
administration  of  the  vehicle  license  tax.  Upon  the  evidence 
available  to  us,  however,  we  do  not  feel  that  any  change  in  these 
arrangements  need  be  recommended  at  the  present  time. 

c.  Managing  funds  and  personnel  needed  in  tax  adminis- 
tration: The  Commissioner  of  Motor  Vehicles,  an  official  outside 
the  fiscal  area  of  the  state's  government,  has  legal  authority  to 
supervise  the  expenditures  of  the  Gasoline  Tax  Division  of  the 
Department  of  Revenue.  This  arises  from  the  fact  that  the 
funds  for  this  division  are  taken  from  the  Highway  Fund  and 
appropriated  to  the  Department  of  Motor  Vehicles,  an  agency 
of  the  Highway  Fund,  rather  than  to  the  Department  of  Revenue, 
an  agency  of  the  General  Fund,  despite  the  fact  that  the  Com- 
missioner of  Revenue  is  legally  answerable  for  the  collection  of 
the  Gas  Tax,  and  the  Oil  and  Gas  Inspection  Tax  (or  Fee).  Re- 
gardless of  the  actual  practice,  this  arrangement  means  that  a 
Revenue  Department  division  consistently  runs  the  risk  of  hav- 
ing its  effectiveness  hampered  because  of  financial  policies  of 
the  Department  of  Motor  Vehicles.  Similarly,  three  service 
units  are  used,  staffed,  financed,  and  supervised  jointly  by  the 
Department  of  Motor  Vehicles  and  the  Department  of  Revenue. 
This  arrangement  started  at  the  time  when  the  two  departments 
were  one;  since  they  remained  in  the  same  building  after  theii: 
separation  it  was  a  convenience  and  at  least  potentially  economi- 
cal to  retain  this  arrangement.  Regardless  of  actual  experience, 
the  basis  for  conflicting  policies  and  administrative  directives 
exists  and  constitutes  a  potential  danger  to  the  general  efficiency 
of  both  departments.  Should  the  present  building  ever  prove  too 
small  for  both  departments  the  issue  will  be  presented  in  con- 
crete form.  At  the  present  time  we  merely  call  attention  to  the 
danger  of  dividing  responsibility  for  one  tax  function — regard- 
less of  its  magnitude — ^between  two  agencies,  especially  when 
one  of  them  lies  wholly  outside  the  fiscal  area  of  state  govern- 
ment. 

Recommendations 


Immediately  below  are  recommendations  which  we  believe,  if 
adopted,  will  minimize  or  eliminate  any  harmful  effects  which 
either  exist  or  might  exist  as  a  result  of  the  continued  existence 
of   the    aforementioned    points    of   special    concern.     Proposed 


\ 


Finance  and  Fiscal  Control  13 

legislation  to  effect  these  recommendations  will  be  prepared  for 
submission  to  the  1955  General  Assembly. 

I.  We  recommend  that  the  Tax  Review  Board  be  made  a 
full-time  state  agency  with  its  own  staff,  office  space, 
and  legislative  appropriation. 

II.  We  recommend  that  the  Tax  Review  Board  be  the  sole 
agency  responsible  for  making  rules  and  regulations 
having  to  do  with  tax  administration  (including  "in- 
structions" interpreting  the  Machinery  Act). 

III.  We  recommend  that  the  Tax  Review  Board  be  assigned 
all  work  now  assigned  the  State  Board  of  Assessment 
except  responsibility  for  the  initial  assessment  of  the 
property  of  public  service  and  railroad  companies  for 
local  ad  valorem  tax  purposes. 

IV.  We  recommend  that  responsibility  for  making  initial 
assessments  of  the  property  of  public  service  corpora- 
tions and  railroad  companies  be  transferred  from  the 
State  Board  of  Assessment  to  the  Commissioner  of 
Revenue. 

V.  We  recommend  that  the  Tax  Review  Board  provide  the 
administrative  review  or  appeal  of  liability  and  assess- 
ment decisions  of  the  Commissioner  of  Revenue  includ- 
ing review  or  appeal  of  assessments  of  the  property  of 
public  service  corporations  and  railroad  companies. 

VI.  We  recommend  that  the  Tax  Review  Board's  jurisdic- 
tion with  respect  to  modifying  formulas  used  in  taxing 
certain  corporate  income  and  franchise  taxpayers  be 
retained  without  change. 

VII.  We  recommend  that  the  Commissioner  of  Revenue  be 
relieved  of  having  to  serve  on  the  Tax  Review  Board  and 
in  his  place  we  recommend  that  the  Governor  appoint 
a  board  chairman  to  serve  full-time  with  the  State 
Treasurer  and  the  Director  of  the  Department  of  Tax 
Research  continuing  to  serve  ex  officio. 

VIII.  We  recommend  that  the  Tax  Review  Board,  as  recon- 
stituted, be  required  to  seek  the  counsel  and  advice  of 
the  Commissioner  of  Revenue  in  the  exercise  of  both  its 
rule-making  and  corporate  tax  formula  adjustment 
jurisdictions. 
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IX.  We  recommend  that  authority  to  engage  in  examination 
and  analysis  of  the  state's  tax  system — its  theoretical 
basis,  its  economic  effects,  its  uniformity  and  equitable 
distribution — be  restricted  to  exercise  by  the  Depart- 
ment of  Tax  Research. 

X.  We  recommend  that  the  State  Board  of  Assessment  be 
abolished. 


Finance  and  Fiscal  Control  15 

B.    Expenditure  Control 

The  agencies,  with  their  principal  functions,  which  are  con- 
sidered here  from  the  standpoint  of  expenditure  control  are  as 
follows : 

1.  The  Budget  Bureau  and  the  Advisory  Budget  Commission, 
with  primary  functions  of  budget  preparation  for  submission  to 
the  General  Assembly,  and  then  budget  control  for  all  state 
agencies  in  keeping  with  the  action  of  the  General  Assembly. 

2.  The  Division  of  Purchase  and  Contract  and  the  Board  of 
Awards  with  primary  functions  of  purchase  of  supplies,  mate- 
rial, and  equipment  for  state  agencies,  and  of  supervision  of 
storerooms  and  inventory  systems. 

3.  The  Board  of  Public  Buildings  and  Grounds,  with  primary 
functions  of  providing  for  office  space  for  state  agencies  in  the 
City  of  Raleigh,  for  the  operation,  maintenance,  and  protection 
of  state  buildings  and  grounds,  and  for  related  office  services 
such  as  messenger  and  mail  systems,  all  in  the  City  of  Raleigh. 

4.  The  State  Personnel  Department,  with  primary  functions 
of  establishing  and  administering  plans  for  the  classification, 
compensation,  and  employment  of  state  personnel,  and  of  de- 
veloping and  promulgating  personnel  policies  and  practices  for 
state  employment. 

5.  The  Office  of  State  Auditor,  with  primary  functions  of 
pre-audit  and  maintenance  of  summary  account  records  for  state 
agencies,  and  of  post-auditing  the  completed  transactions  of 
state  agencies. 

Explanation  of  Findings  and  Recommendations 

All  of  the  above  listed  agencies  administer  activities  which 
may  be  characterized  as  contributing  to  the  ultimate  purpose  of 
proper  expenditure  administration  in  state  government,  and 
they  all  have  as  their  direct  and  immediate  clientele  other  state 
agencies.  That  is,  they  perform  fiscal  and  housekeeping  func- 
tions for  state  government  generally,  thereby  enabling  other 
agencies  to  concentrate  more  efficiently  and  intensively  on  their 
own  primary  programs,  whether  in  agriculture,  education,  health, 
police  protection,  or  whatever,  which  provide  services  directly 
for  the  citizens  of  the  state. 

Detailed  study  of  the  agencies  and  functions  now  under  con- 
sideration has  revealed  that  there  is  a  very  close  relationship 
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between  them.    The  element  of  fiscal  control  in  the  broad  sense 
is  common  to  all  of  these  functions. 

There  is  a  more  obvious  day-to-day  administrative  relation- 
ship. For  example,  in  the  case  of  purchases  for  the  state  agen- 
cies, a  given  purchase  transaction  v^all  be  acted  upon  by  the 
Division  of  Purchase  and  Contract,  the  Budget  Bureau,  and  the 
Auditor's  Office.  Copies  of  papers  and  documents  relative  to 
any  one  transaction  will  be  distributed  among  these  different 
agencies,  with  each  agency  contributing  its  own  individual  serv- 
ice in  moving  the  transaction  on  to  completion.  The  same  situa- 
tion is  true  with  respect  to  payroll  transactions. 

We  have,  therefore,  given  careful  consideration  to  the  ques- 
tion of  whether  the  functions  here  under  consideration  should 
be  placed  under  a  single  state  agency — for  example,  a  Depart- 
ment of  Administration — as  is  the  case  in  some  of  the  other 
states. 

We  have  specifically  considered  an  over-all  department  which 
would  be  comprised  of  the  following  divisions : 

1.  A  Division  of  Budget  and  Accounts,  to  perform  the  duties 
now  performed  by  the  Budget  Bureau,  and  the  pre-audit  and 
summary  accounting  duties  now  performed  by  the  State  Auditor. 

2.  A  Division  of  Purchases,  to  perform  the  duties  now  per- 
formed by  the  Division  of  Purchase  and  Contract. 

3.  A  Division  of  General  Services,  to  perform  those  functions 
now  performed  by  the  Superintendent  of  Public  Buildings  and 
Grounds  under  the  Board  of  Public  Buildings  and  Grounds. 

4.  A  Division  of  Personnel,  to  perform  those  functions  now 
performed  by  the  State  Personnel  Department. 

We  have  also  given  consideration  to  a  possible  department 
which  would  be  comprised  of  three  divisions  (Division  of  Budget 
and  Accounts,  Division  of  Purchases,  and  Division  of  General 
Services),  with  personnel  functions  retained  in  a  separate  per- 
sonnel department  as  at  present;  and  to  a  possible  department 
which  would  be  comprised  of  two  divisions  (Division  of  Budget 
and  Accounts  and  Division  of  Purchases),  with  the  other  func- 
tions administered  in  separate  agencies  as  at  present. 

Our  studies  of  the  present  agencies  and  their  functions  have 
revealed  some  instances  of  administrative  duplication,  as  well  as 
gaps  in  proper  administrative  procedures.  Perhaps  all  or  mosf 
of  these  observed  defects  might  be  attributable  to  the  present 
organizational  structure — that  is,  to  a  lack  of  over-all  direct 
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administrative  responsibility  and  coordination  of  related  ac- 
tivities. Hov^ever,  all  of  the  observed  deficiencies  together  did 
not  add  up  to  w^hat  we  would  judge  as  a  case  of  maladministra- 
tion which  could  only  be  cured  by  consolidation  of  the  separate 
agencies  concerned.  For  example,  it  was  pointed  up  in  our 
studies  that  there  appeared  to  be  an  unnecessary  distribution  of 
copies  of  purchase  requisitions  to  the  Auditor's  Office  and  to  the 
Budget  Bureau,  and  of  copies  of  purchase  orders  to  the  Auditor's 
Office.  Having  pointed  these  and  other  matters  out  in  our 
studies,  remedial  action  can  effectively  be  taken  by  the  agencies 
concerned. 

Furthermore,  it  does  not  appear  to  us  that  any  of  the  possible 
consolidations  mentioned  above  would  achieve  a  demonstrable 
reduction  in  the  total  number  of  employees  which  would  be  re- 
quired in  the  consolidated  department,  as  compared  with  the 
total  number  now  required  in  the  separate  agencies.  Neither 
does  it  appear  that  there  would  be  a  measurable  reduction  in  ad- 
ministrative costs  generally. 

It  is  our  opinion  that  before  a  major  consolidation  is  under- 
taken in  this  area  all  reasonable  efforts  should  be  exhausted  to 
achieve  the  maximum  degree  of  efficiency  under  our  present 
agency  structure.  We  feel  that  the  administrative  advantages 
yet  to  be  derived  from  a  greater  and  more  accurate  knowledge 
on  the  part  of  the  personnel  of  each  separate  agency  of  the 
duties  and  responsibilities  of  the  other  related  agencies  are  very 
substantial.  Indeed,  it  is  our  view  that  those  present  adminis- 
trative deficiencies  which  prompt  serious  consideration  of  coli- 
solidation  can  be  attributed  more  to  a  general  lack  of  knowledge 
of  the  workings  of  the  other  related  agencies  concerned  than  to 
a  real  confusion  or  maldistribution  of  authority  and  functions. 

We  therefore  conclude  that  at  this  time  a  major  consolida- 
tion of  these  functions  into  a  single  over-all  agency  will  not  pro- 
vide any  substantial  improvement  in  administration  of  the 
state's  expenditure  control  functions. 

Points  of  Special  Concern  to  the  Commission 

1.  Separation  of  pre-audit  and  post-audit  functions.  Pre- 
audit,  as  the  term  is  used  here,  means  a  check  of  a  proposed 
transaction  before  the  transaction  is  actually  consummated  or 
reflected  in  the  State's  summary  account  records.    For  example. 
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before  money  is  disbursed,  a  pre-audit  should  be  made  to  deter- 
mine if  the  proposed  expenditure  is  proper  and  legal. 

Post-audit  as  the  term  is  used  here  means  a  check  of  a  trans- 
action made  after  the  transaction  is  completed — for  example, 
after  money  has  actually  been  disbursed,  and  the  transaction  re- 
corded, to  ascertain  that  expenditures  were  properly  and  legally 
made.  The  post-audit  customarily  covers  a  fixed  financial 
period,  such  as  a  fiscal  year. 

At  the  present  time  both  pre-audit  and  post-audit  functions 
are  by  statute  vested  in  the  State  Auditor.  The  combination  of 
pre-audit  and  post-audit  responsibilities  in  a  single  agency  is 
contrary  to  the  recommendations  of  most  authorities  in  the  field 
of  public  administration.  It  is  said  to  violate  the  important 
principle  that  a  post-audit  should  be  wholly  independent — ^that 
is,  an  audit  by  a  party  or  an  agency  which  was  not  involved  in 
the  transaction  being  audited. 

For  example,  the  Auditor's  Office,  under  present  law,  on  the 
basis  of  a  pre-audit  of  supporting  documents  submitted  by  a 
state  agency  will  sign  a  warrant  (check)  drawn  upon  the  State 
Treasury  in  payment  for  a  purchase  received  by  the  state  agency. 
Also,  on  the  basis  of  a  pre-audit  of  supporting  documents  the 
Auditor's  Office  signs  payroll  warrants  (pay  checks)  which  con- 
stitute salary  or  wages  for  state  employees.  Thus,  the  Auditor's 
Oflftce  itself  has  participated  in  the  transaction  which  resulted  in 
an  expenditure  of  state  funds.  Therefore,  when  later  the  Audi- 
tor's Ofl[ice  conducts  a  post-audit  of  such  transactions,  it  is  to 
this  extent  post-auditing  its  own  activities.  An  analogy  in  a 
private  business  would  be  the  case  of  the  cashier  of  the  private 
firm  who  had  the  duty  of  signing  checks  for  the  various  depart- 
ments of  the  business  and  who  also  acted  as  the  certified  public 
accountant  who  conducted  the  year-end  audit  of  the  firm's  trans- 
actions and  prepared  the  various  financial  statements  for  the 
firm's  creditors.  This  situation  does  not  exist  in  private  busi- 
ness to  our  knowledge  and  the  reason  it  does  not  is  that  it  would 
be  totally  unacceptable.  There  would  be  lacking  an  independent 
"outside"  post-audit  of  the  firm's  business  transactions. 

While  the  same  personnel  in  the  Auditor's  Office  who  are  now- 
engaged  in  the  pre-audit  process  are  not  the  same  personnel  who 
conduct  the  post-audits,  the  responsibility  for  both  functions  is 
under  the  present  law  vested  in  one  individual,  the  State  Auditor. 
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The  neutrality  of  the  auditor,  of  non-involvement  in  the  trans- 
actions being  audited,  is  of  the  essence  in  any  post  audit  of  either 
public  or  private  affairs. 

We  also  take  note  of  the  fact  that  in  an  overwhelming  ma- 
jority of  the  other  states,  pre-audit  and  post-audit  functions  are 
not  combined  in  one  agency. 

We  further  believe  that  separating  the  tv^o  functions,  and 
making  the  post-audit  function  the  major  responsibility  of  the 
State  Auditor,  would  result  in  a  desirable  greater  emphasis  upon 
post-auditing  in  our  state  government.  We  would  emphasize 
that  it  is  not  our  purpose  to  lessen  the  importance  of  the  Audi- 
tor's Office  but  rather  to  strengthen  and  broaden  his  responsi- 
bilities. We  think  that  the  Auditor  should  not  merely  examine 
and  report  upon  the  fidelity  with  which  public  funds  have  been 
handled  under  the  strictly  legal  provisions  of  legislative  ap- 
propriations but  that  he  should  observe  and  report  on  the  ef- 
ficient and  economical  operation  of  all  state  agencies.  During 
the  course  of  auditing  accounts  he  will  have  the  opportunity  to 
observe  any  instances  of  unwise  or  wasteful  expenditures  or  of 
inefficient  operation.  The  Auditor  will  be  in  a  position  to,  and 
should,  recommend  action  which  in  his  opinion  should  be  taken 
to  prevent  unwise  or  wasteful  expenditures  or  inefficiency  in 
the  operation  or  organization  of  state  government.  The  Auditor 
could  provide  the  legislature  and  the  people  of  the  state  a  cur- 
rent and  independent  review  of  the  state's  financial  operations. 

The  Budget  Bureau,  which  is  a  part  of  the  Governor's  Office, 
is  in  our  judgment  the  proper  agency  for  the  performance  of 
the  pre-audit  function  now  carried  out  by  the  State  Auditor's 
Office.  It  is  the  view  of  most  authorities  in  the  field  of  public 
fiscal  administration  that  the  pre-audit  function  is  an  executive 
function,  which  should  be  carried  out  under  the  supervision  of 
the  chief  executive  of  the  State.  The  basic  division  of  fiscal 
authority  and  accountability  which  is  urged  is  along  these  lines  : 
The  legislative  branch  appropriates  the  funds  for  the  operation 
of  state  government  and  determines  the  broad  fiscal  policy  of 
the  state.  The  executive  branch  is  given  the  responsibility  and 
the  authority  to  expend  those  funds  in  accordance  with  law  and 
legislative  policy.  The  executive  branch  is  in  turn  held  to  a 
complete  and  detailed  fiscal  accounting  by  an  audit  carried  out 
by  an  agency  which  is  subordinate  in  no  respect  to  the  executive 
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branch,  but  which  is  accountable  only  to  the  legislature  and  the 
people  of  the  state. 

It  is  pertinent  to  recall  that  since  the  adoption  of  the  Execu- 
tive Budget  Act  in  1925  the  Governor,  as  Director  of  the  Budget, 
has  possessed  the  complete  administrative  discretion  available 
under  the  law  with  respect  to  the  budgetary  control  of  state 
funds.  Under  the  present  law,  if  there  is  an  appropriation  pro- 
vided by  the  General  Assembly  and  a  quarterly  allotment  set  up 
by  the  Budget  Bureau  and  approval  of  the  specific  expenditure 
by  the  Budget  Bureau,  then  the  State  Auditor  has  no  discretion 
in  the  drawing  and  signing  of  a  warrant  upon  the  State  Treas- 
urer. On  the  other  hand,  under  the  present  law,  the  Director 
of  the  Budget  can  prevent  an  expenditure  by  withholding,  in  his 
discretion,  approval  of  a  quarterly  allotment  or  approval  of  a 
specific  expenditure,  so  that  the  State  Auditor  cannot  legally  sign 
a  warrant  for  such  expenditure  even  if  there  is  a  general  legis- 
lative appropriation  to  cover  the  proposed  expenditure. 

Thus,  the  transferral  of  the  pre-audit  function  from  the  Of- 
fice of  State  Auditor  to  the  Budget  Bureau  would  not  result  in 
an  increase  in  the  real  authority  now  exercised  by  the  Budget 
Bureau.  Furthermore,  placing  the  pre-audit  and  checkwriting 
functions  in  the  Budget  Bureau  would  not  vest  in  that  agency 
the  unlimited  and  uncontrolled  authority  to  draw  funds  from. 
the  State  Treasury.  A  continuous  accounting  of  the  warrants 
(checks)  drawn  by  the  Budget  Bureau,  before  disbursement 
of  funds  was  actually  accomplished,  would  be  performed  in 
the  Office  of  the  State  Treasurer,  who  is  a  constitutional  and 
elective  official  independent  of  the  Director  of  the  Budget  or 
the  Budget  Bureau.^  The  State  Treasurer  would  in  the  due 
performance  of  his  duties,  as  he  does  now  under  the  present 
law,  ascertain  that  a  legislative  appropriation  was  current  to 
cover  each  expenditure  of  state  funds. 

Although  the  State  Auditor  is  a  constitutional  officer,  the 
duties  of  his  office  are  prescribed  by  statute  and  can  therefore  be 
changed  by  statute. 

2.  Budgetary  control  of  the  Auditor's  Office  by  an  agency  of 
the  executive  branch.  Under  present  statutes,  the  State  Auditor 
is  subject  to  the  budgetary  control  of  the  Director  of  the  Budget 


1  See  recommendation  on  pag^e  27  which  is  designed  to  insure  proper 
freedom  of  the  Treasurer  in  his  relations  with  the  Budget  Bureau. 
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(or  the  Budget  Bureau)  to  the  same  extent  as  all  other  state 
agencies. 

We  think  this  is  undesirable  and  potentially  destructive  of 
the  complete  independence  of  the  State  Auditor  from  the  execu- 
tive agencies  which  he  is  charged  with  the  responsibility  of 
auditing.  The  State  Auditor  should,  in  our  view,  be  ultimately 
accountable  to  the  General  Assembly  and  not  in  any  way  subor- 
dinate to  or  dependent  upon  the  discretionary  authority  of  the 
Director  of  the  Budget. 

In  keeping  with  a  proper  division  of  fiscal  authority  and  ac- 
countability which  is  the  underlying  premise  of  both  this  and 
the  previous  discussion,  we  think  that  the  Advisory  Budget  Com- 
mission alone,  and  not  the  Director  of  the  Budget  or  his  staff, 
should  act  upon  and  recommend  to  the  General  Assembly  the 
biennial  budget  for  the  Office  of  State  Auditor. 

We  do  not,  of  course,  contemplate  that  the  State  Auditor 
shall  be  exempt  from  the  requirement  of  budgeting  the  expendi- 
tures of  his  office  or  of  keeping  records  and  making  reports  of 
his  actual  expenditures.  Rather,  we  simply  propose  to  remove 
the  discretionary  authority  of  the  Director  of  the  Budget  over 
the  expenditures  of  the  State  Auditor.  We  think  that  the  State 
Auditor  should  continue  to  operate  under  a  quarterly  allotment 
but  that  such  quarterly  allotment  should  be  a  pro-rata  sum  set 
up  on  the  books  of  the  Budget  Bureau  as  a  matter  of  course 
without  the  exercise  of  discretionary  authority  by  the  Budget 
Bureau  as  to  the  amount.  We  further  think  that  the  State 
Auditor  should  furnish  regular  reports  on  the  expenditures  of 
his  office  to  the  Budget  Bureau,  as  all  other  state  agencies,  but 
such  would  be  for  the  convenience  of  the  Advisory  Budget  Com- 
mission and  the  General  Assembly  rather  than  for  the  purpose 
of  assisting  the  Director  of  the  Budget  to  carry  out  his  duties  or 
exercise  discretionary  authority  over  the  State  Auditor. 

Recommendations 

Immediately  below  are  recommendations  which  we  believe, 
if  adopted,  will  minimize  or  eliminate  any  harmful  effects  which 
either  exist  or  might  exist  as  a  result  of  the  continued  existence 
of  the  aforementioned  points  of  special  concern.  Proposed  legis- 
lation to  effect  these  recommendations  will  be  prepared  for  sub- 
mission to  the  1955  General  Assembly. 
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I  .  We  recommend  that  the  function  of  pre-audit  and  sum- 
mary accounting  duties  incident  thereto  be  transferred 
from  the  State  Auditor's  office  to  the  Budget  Bureau, 
leaving  with  the  State  Auditor  the  function  of  post-audit- 
ing all  state  agencies. 

II.  We  recommend  that  the  State  Auditor's  office  be  excepted 
frcm  the  budgetary  control  of  the  Director  of  the  Budget 
and  be  subject  only  to  such  budgetary  control  as  would  be 
properly  exercised  by  the  Advisory  Budget  Commission. 
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C.      Custody  and  Investment  of  Funds 

The  agencies,  with  their  principal  functions,  which  are  con- 
sidered here  from  the  standpoint  of  custody  and  investment  of 
funds  are  as  follows: 

1.  The  Office  of  the  State  Treasurer,  with  the  principal  func- 
tion of  receiving,  investing,  and  disbursing  state  funds. 

2.  The  Local  Government  Commission,  with  the  principal 
function  of  supervising  certain  fiscal  affairs  of  local  government 
units. 

3.  The  Sinking  Fund  Commission,  with  the  principal  func- 
tion of  receiving  and  investing  the  state's  sinking  funds. 

Explanation  of  Findings  and  Recommendations 

We  find  that  for  all  practical  purposes  there  is  only  one  agency 
concerned  with  the  custody  and  investment  of  state  funds — that 
is  the  Office  of  the  State  Treasurer.  (The  Sinking  Fund  Com- 
mission was  set  up  to  provide  for  the  liquidation  of  a  debt  at- 
tendant to  one  particular  bond  issue  and  in  the  very  near  future 
will  have  liquidated  that  debt ;  thus,  in  all  probability,  this  agency 
will  discontinue  its  activities.)  Our  study  of  the  Office  of  the 
State  Treasurer  revealed  that  in  addition  to  his  duties  con- 
cerned with  custody  and  investment  of  funds  he  is  also  by  law 
responsible  for  the  actual  disbursem.ent  of  funds.  This  last 
mentioned  function  is  actually  ministerial  in  that  he  is  required 
to  disburse  the  funds  upon  presentation  of  a  proper  warrant  if 
the  agency  against  whose  funds  the  warrant  is  drawn  has  suf- 
ficient funds  to  support  the  warrant.  We  found  also  in  our 
study  that  the  State  Treasurer  occupies  a  number  of  ex  officio 
offices  ranging  throughout  state  government. 

In  the  early  days  of  North  Carolina's  state  government  the 
State  Treasurer  had  a  wide  variety  of  fiscal  functions.  He  was 
responsible  for  collecting  state  revenues,  safeguarding  them 
pending  expenditure,  disbursing  them,  and  planning  for  their 
expenditure.  Prior  to  1868  the  Treasurer  turned  funds  over  to 
the  Governor  for  expenditure  in  accordance  with  appropriations 
made  by  the  General  Assembly;  but  since  1868  he  has  been  re- 
quired to  disburse  funds  himself  in  accordance  with  appropria- 
tions made  by  the  General  Assembly  and,  as  previously  men- 
tioned, only  upon  warrants  legally  drawn  on  the  State  Treasury. 
Prior  to  the  creation  of  the  first  Budget  Commission  in  1919, 
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the  Treasurer  was  required  by  the  General  Assembly  to  submit 
estimates  for  expenditures  and  estimates  of  rates  of  tax  neces- 
sary to  meet  expenditures.  Prior  to  the  creation  of  the  Depart- 
ment of  Revenue  in  1921,  the  Treasurer  was  responsible  for 
collecting  taxes  and  other  funds  due  the  state  even  though  the 
actual  collection  w^as  often  done  by  county  officials. 

Through  the  years  the  Treasurer's  duties  in  the  administra- 
tion of  state  funds  have  narrowed  in  their  scope,  tax  collection 
and  expenditure  planning  having  been  made  the  responsibility 
of  other  agencies  and  disbursement  having  been  made  the  joint 
responsibility  of  the  Treasurer  and  the  Auditor.  But  simultane- 
ously the  complexity  of  safeguarding  and  managing  state  funds 
has  increased.  At  the  present  time  all  state  funds  collected  by  the 
various  agencies  are  deposited  to  the  credit  of  the  Treasurer 
(over  $1,000,000,000  each  biennium).  The  Treasurer  requires 
the  depositories  to  place  sufficient  security  in  escrow  to  safe- 
guard the  deposits.  The  Treasurer,  together  with  the  Governor 
and  with  the  approval  of  the  Council  of  State,  invests  funds  on 
hand  which  exceed  immediate  expenditure  needs  (almost  $4,000,- 
000  in  interest  earned  annually).  The  Treasurer  disburses  the 
funds  as  provided  by  law.  And,  finally,  the  Treasurer  main- 
tains necessary  records  to  account  for  the  receipt  and  disburse- 
ment of  funds.  In  addition,  the  Treasurer  issues  bonds  and 
notes  of  the  state  at  the  direction  of  the  Governor  and  Council  of 
State  in  accordance  with  law,  registering  bonds  at  the  request 
of  the  holders  thereof,  paying  bonds  and  coupons  at  maturity, 
and  generally  administering  the  state  debt.  He  also  holds  all 
securities  owned  by  or  deposited  with  the  various  state  agencies. 

Points  of  Special  Concern  to  the  Commission 

1.  The  ex  officio  duties  of  the  Treasurer.  Although  his  broad 
duties  in  the  fiscal  area  have  been  narrowed,  the  Treasurer  has 
increasingly  been  called  on  as  the  financial  adviser  to  the  execu- 
tive department  of  the  state  government,  and  in  order  to  make 
further  advantageous  use  of  his  financial  experience,  a  variety 
of  ex  officio  duties  have  been  given  him.  Since  1868  he  has  been 
ex  officio  a  member  of  the  Council  of  State  and  the  State  Board 
of  Education,  and  in  the  last  thirty  years  the  following  ex  of- 
ficio duties  have  been  added  (the  order  of  listing  is  chronologi- 
cal) :  membership  on  the  State  Board  of  Assessment,  member- 
ship on  the  Sinking  Fund  Commission,  chairman  of  the  State 
Banking  Commission,  membership  on  the  Board  of  Commission- 
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ers  of  the  Law  Enforcement  Officers'  Benefit  and  Retirement 
Fund,  chairman  and  investment  officer  of  the  Board  of  Trustees 
of  the  Teachers'  and  State  Employees'  Retirement  System,  mem- 
bership on  the  Board  of  Public  Buildings  and  Grounds,  member- 
ship on  and  investment  officer  for  the  Board  of  Trustees  of  the 
Local  Governmental  Employees'  Retirement  System,  and  mem- 
bership on  the  Tax  Review  Board.  He  is  also  ex  officio  chairman 
of  the  Local  Government  Commission  and  Director  of  Local 
Government. 

Our  study  of  the  reorganization  recommendations  made  in 
other  states  revealed  that  in  almost  every  case  reorganization 
groups  seemed  to  disapprove  of  more  than  casual  use  of  the  ex 
officio  device.  The  theory  behind  that  concern  seems  to  have 
been  that  officers  serving  ex  officio  would  be  unlikely  to  devote 
more  than  the  minimum  of  consideration  to  those  duties  since 
such  an  officer  would  be  likely  to  have  his  full  time  occupied  by 
his  principal  office.  We  agree  with  this  theory  in  the  abstract. 
We  do  not  find,  however,  that  it  applies  with  force  to  the  Treas- 
urer of  this  state  as  that  office  is  now  constituted.  It  is  to  be 
noted  that  the  nature  of  most  of  the  agencies  upon  which  the 
Treasurer  serves  as  ex  officio  is,  as  indicated  by  the  names  of  the 
agencies,  one  which  suggests  the  relationship  between  the  Treas- 
urer's ex  officio  membership  and  the  financial  experience  which 
grows  out  of  the  performance  of  his  main  duties.  We  find,  there- 
fore, that  in  view  of  the  above  situation  and  in  view  of  the 
additional  fact  that  the  occupancy  of  the  several  offices  seems 
not  to  constitute  a  hindrance  to  the  performance  of  his  primary 
duties,  the  advantageous  use  being  made  of  that  officer's  finan- 
cial experience  through  the  ex  officio  device  is  sufficiently  worth- 
while to  offset  any  theoretical  disadvantage  of  his  serving  ex 
officio  with  the  several  other  agencies. 

2.  Relationship  between  duties  of  the  Treasurer  and  ex  of- 
ficio duties  in  connection  with  local  government.  When  the  Local 
Government  Commission  and  the  Directorship  of  Local  Govern- 
ment were  first  created  in  1931,  the  Commission  chose  its  own 
chairman  and  the  Governor  appointed  the  Director.  Subse- 
quently, the  first  Director  was  appointed  to  fill  a  vacancy  in  the 
office  of  Treasurer  in  1932,  and  the  General  Assembly  meeting 
in  the  next  year  decided  to  combine  his  old  and  his  new  duties. 
Consequently,  it  made  the  Treasurer  ex  officio  chairman  of  the 
Commission  and  Director  of  Local  Government,  partly  for  rea- 
sons of  economy  (to  have  one  official  serve  where  two  had  be- 
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fore) ,  and  partly  to  continue  to  utilize  the  experience  of  the 
first  Director  who  was  then  Treasurer. 

The  Commission  is  charged  primarily  with  (1)  determining 
whether  the  proposed  issuance  of  bonds  or  notes  by  local  govern- 
ments is  necessary  or  expedient,  and  (2)  selling  all  bords  and 
notes  of  local  governments  upon  sealed  bids.  Moreover,  the 
Commission  through  its  Secretary  advises  local  officials  on  bond 
financing,  helping  governments  about  to  issue  bonds  schedule 
their  bond  maturities  and  present  the  issue  to  the  investing  public 
in  such  a  way  as  to  command  the  best  price  at  the  bond  sale.  The 
Director  of  Local  Government  is  charged  primarily  with  (1) 
keeping  records  of  local  debt  and  giving  advance  notice  to  local 
officials  of  maturing  principal  and  interest,  (2)  seeing  that  suf- 
ficient taxes  are  levied  by  local  governments  to  meet  maturing 
principal  and  interest  and  that  funds  are  remitted  to  paying 
agents  prior  to  maturity,  (3)  seeing  that  all  funds  of  local  gov- 
ernments are  properly  secured,  (4)  supervising  audits  of  local 
governments,  (5)  devising  and  enforcing  refinancing  plans  of 
local  governments  who  have  defaulted  on  their  indebtedness, 
and  (6)  devising  uniform  systems  of  accounting  for  local  gov- 
ernments. In  considering  the  necessity  and  expediency  of  pro- 
posed issues  of  bonds  or  notes,  the  Commission  relies  almost 
entirely  on  the  advice  of  its  Secretary,  who  is  the  appointee  of 
the  Treasurer.  In  connection  with  the  sale  of  bonds  and  notes, 
the  determination  of  the  highest  bidder  is  a  mere  mathematical 
calculation,  and  the  Commission  automatically  accepts  the  calcu- 
lations of  its  Secretary.  And  finally,  the  duties  of  the  Director 
are  carried  out  by  the  Secretary  (who  is  also  designated  As- 
sistant to  the  Director)  and  other  personnel  employed  for  this 
purpose. 

We  find  that  there  is  a  clear  relationship  between  the  main 
duties  of  the  Treasurer  and  his  duties  in  connection  with  local 
government.  As  the  financial  adviser  to  the  Governor  and  Coun- 
cil of  State,  the  Treasurer  is  deeply  concerned  with  the  credit 
of  the  state.  The  credit  of  local  governments  has  a  bearing  on 
the  state's  credit,  particularly  if  local  credit  is  not  good.  Thus 
the  Treasurer  would  be  concerned  about  local  credit  whether  he 
could  do  anything  about  it  or  not.  As  chairman  of  the  Local 
Government  Commission,  he  is  in  a  position  to  do  something 
about  it,  since  the  General  Assembly  has  put  in  the  Commis- 
sion's hands  the  power  to  pass  on  the  necessity  and  expediency 
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of  proposed  local  governmental  bond  issues.  As  Director  of 
Local  Government,  he  can  do  something  about  it,  since  the  Gen- 
eral Assembly  has  put  in  his  hands  certain  supervisory  powers 
over  local  debt,  including  (1)  keeping  of  local  government  debt 
records,  (2)  seeing  that  local  governments  levy  sufficient  taxes 
to  meet  debt  service  and  remit  sufficient  funds  to  paying  agents 
before  maturity,  and  (3)  devising  and  enforcing  refinancing 
plans  of  defaulting  local  governments.  His  other  duties  as 
Director  are  related  to  these  three:  (1)  supervising  the  securing 
of  funds  of  local  governments,  for  the  loss  of  funds  might  neces- 
sitate the  incurrence  of  debt  to  finance  current  operations;  (2) 
installing  accounting  systems,  for  without  proper  accounting  the 
financial  situation  of  local  governments  is  impossible  to  deter- 
mine; and  (3)  supervising  audits  of  local  governments,  for  inde- 
pendent audits  can  give  a  clear  picture  of  the  financial  situation 
of  the  governments  audited.  Thus  all  of  the  duties  of  the  Treas- 
urer as  ex  officio  chairman  of  the  Commission  and  Director  of 
Local  Government  have  a  relation  to  the  Treasurer's  concern 
with  the  credit  of  the  state.  Moreover,  the  present  organiza- 
tional arrangement  centralizes  all  of  the  financial  supervision 
of  local  governments,  and  there  is  brought  to  the  performance 
of  these  functions  the  interest  and  prestige  of  one  of  the  oldest 
public  offices  in  the  state. 

3.  Budgetary  control  of  the  Treasurer's  Office.  We  have  pre- 
viously recommended  that  the  State  Auditor  should  cease  to 
participate  in  the  transactions  which  he  is  responsible  for  audit- 
ing, and  that  the  authority  to  draw  warrants  on  the  State  Treas- 
ury should  be  vested  in  the  Director  of  the  Budget.  We  have 
explained  that  this  change  would  not  result  in  placing  an  un- 
limited and  uncontrolled  authority  in  the  Budget  Bureau  to  draw 
funds  from  the  State  Treasury.  Instead,  the  State  Treasurer 
would  in  the  performance  of  his  duties  ascertain  that  each  check 
presented  to  him  for  payment  was  a  legal  expenditure,  covered 
by  a  current  and  valid  legislative  appropriation. 

We  are  of  the  firm  opinion  that  this  position  of  our  State 
Treasurer  in  the  fiscal  control  picture  should  be  emphasized  and 
made  more  independent  of  the  budget  agency  with  whom  the 
Treasurer  shares  a  co-equal  but  not  a  subordinate  expenditure 
responsibility. 

We  think  that  the  State  Treasurer's  present  legal  relationship 
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to  the  budget  agency  is  potentially  adverse  to  that  complete  inde- 
pendence which  the  Treasurer  should  exercise  in  passing  upon 
the  warrants  which  would  be  drawn  by  budget  officials. 

The  State  Treasurer  should  occupy  the  same  budgetary  rela- 
tionship to  the  Director  of  the  Budget  that  we  have  recommended 
in  the  case  of  the  State  Auditor.  The  Treasurer  should  submit 
his  biennial  budget  of  requirements  to  the  Advisory  Budget  Com- 
mission rather  than  to  the  Director  of  the  Budget.  The  Treas- 
urer should  in  no  way  be  subject  to  the  discretionary  budget 
control  of  the  Director  of  the  Budget. 

Reocminendation 

Immediately  below  is  the  only  recommendation  which  we 
think  necessary  with  respect  to  the  Office  of  the  Treasurer.  Pro- 
posed legislation  to  effect  this  recommendation  will  be  prepared 
for  submission  to  the  1955  General  Assembly. 

I.  We  recommend  thai  the  State  Treasurer  be  excepted  from 
the  budgetary  control  of  the  Director  of  the  Budget  and  be 
subject  only  to  such  budgetary  control  as  would  be  prop- 
erly exercised  by  the  Advisory  Budget  Commission. 
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Report  of   the   Commission  on   Reorganizat'on 
of    State    Government 

PERSONNEL  MANAGEMENT 
Agencies  Dealt  With 

1.  State  Personnel  Department 

2.  Merit  System  Council 

3.  Teachers'  and  State  Employees'  Retirement  System 

4.  Law  Enforcement  Officers'  Benefit  and  Retirement  System 

5.  Local  Governmental  Employees'  Retirement  System 

6.  The  State  Agency   (administers  Old  Age  and  Survivor's 
Insurance  coverage  agreements) 

Introduction 

The  State  of  North  Carolina  is  the  largest  employer,  public  or 
private,  v^ithin  its  boundaries.  Approximately  73  per  cent  of  the 
$299,307,853  appropriated  for  the  maintenance  of  state  depart- 
ments, institutions,  and  agencies  during  the  1953-54  fiscal  year 
was  spent  for  salaries  and  wages.  Of  the  76,260  state  em- 
ployees, 46,404  are  employees  of  the  elementary  and  secondary 
school  systems,  and  29,856  work  in  the  135  administrative  de- 
partments, eleemosynary  and  correctional  institutions,  and  in- 
stitutions of  higher  learning.  These  departmental  and  institu- 
tional employees  received  an  estimated  $96,427,006  in  salaries 
and  retirement  credits  during  the  1953-54  fiscal  year.  This 
represents  56  per  cent  of  the  $172,414,852  appropriated  for  these 
departments  and  institutions.  With  such  a  large  part  of  every 
tax  dollar  earmarked  for  salaries  and  wages,  it  is  difficult  to 
overestimate  the  importance  to  the  state  of  obtaining  employees 
who  are  both  qualified  and  diligent. 

Because  state  government  is  no  longer  simple  or  easy,  new 
policies,  new  techniques,  and  new  agencies  have  been  created  to 
aid  in  the  classification  of  positions,  and  the  hiring,  paying, 
promoting,  dismissing,  and  retiring  of  the  employees  who  carry 
out  the  state's  many  activities  and  programs.  These  agencies 
have  been  established  to  insure  that  the  state  receives  a  dollar's 
worth  of  work  for  each  dollar  spent  for  wages. 
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Explanation  of  Findings  and  Recommendations 

The  Commission's  study  of  state  personnel  management  re- 
vealed six  agencies  active  in  this  area.  They  include  the  State 
Personnel  Department,  the  Merit  System  Council,  the  Teachers' 
and  State  Employees'  Retirement  System,  the  Law  Enforcement 
Officers'  Benefit  and  Retirement  System,  the  Local  Govern- 
mental Employees'  Retirement  System,  and  the  State  Agency 
which  administers  Old  Age  and  Survivor's  Insurance  coverage 
agreements.  All  six  agencies  have  a  common  purpose.  They 
are  ''personnel  service  agencies."  They  assist  state  departments 
and /or  local  governmental  units  to  obtain  the  qualified  employees 
necessary  in  order  that  governmental  programs  may  be  carried 
out  with  a  minimum  of  manpower  and  at  a  minimum  of  ex- 
pense. The  first  two  agencies  are  responsible  for  insuring  (1) 
that  only  qualified  persons  are  employed,  and  (2)  that  employees 
receive  equal  pay  for  equal  work.  The  last  four  categories  are 
concerned  with  the  retirement  of  public  employees.  They  help 
departments  employ  better  qualified  employees  by  making  public 
employment  more  attractive  and  by  providing  a  just  and  orderly 
method  of  removing  aged  and  disabled  employees  from  the  public 
payroll. 

North  Carolina  has  been  fortunate  in  that  many  capable  men 
and  women  have  been  attracted  by  opportunities  in  state  gov- 
ernment and  have  entered  state  employment  deliberately  sacri- 
ficing prospects  of  higher  remuneration  in  private  industry.  We 
are  convinced  that  in  most  departments  the  integrity  and  in- 
dustry of  the  persons  now  serving  the  state  is  as  high  as  the 
best  groups  of  employees  in  private  industry.  However,  we  be- 
lieve greater  efforts  must  be  made  to  retain  high  calibre  em- 
ployees and  raise  the  standards  of  employment  in  the  few  prob- 
lem areas.  Greater  public  appreciation  of  the  daily  contribu- 
tions of  state  employees  to  the  service,  safety,  and  convenience 
of  all  citizens  of  the  state  will  add  to  the  public  esteem  afforded 
state  employees  and  will  make  it  easier  to  raise  employment 
standards. 

Points  of  Special  Concern  to  the  Commission 

1.  Duplication  of  Classification,  Application,  and  Appoint- 
ment Functions.  Of  the  29,856  administrative  and  institutional 
employees,  an  estimated  22,000  are  subject  to  the  State  Person- 
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nel  Act.  Classification  and  pay  plans  have  been  prepared  to 
date  for  10,000  of  these  employees.  Work  is  nearing  completion 
on  classification  and  pay  plans  for  1,011  employees  of  the  state 
tuberculosis  sanatoriums  and  has  been  started  for  the  5,000 
maintenance  employees  in  the  various  highway  districts.  The 
employment  and  payment  of  the  12,000  state  employees  for 
whom  classification  plans  have  not  yet  been  completed  are  still 
in  the  hands  of  the  individual  state  agencies  as  they  were  prior 
to  the  passage  of  the  State  Personnel  Act. 

To  qualify  for  federal  grants-in-aid,  state  agencies  adminis- 
tering programs  under  the  Social  Security  Act  must  operate 
under  a  merit  system.  The  Merit  System  Council  now  has  juris- 
diction over  3,622  employees,  2,226  in  the  local  health  and  wel- 
fare departments  and  1,396  in  six  state  agencies.  Of  the  10,000 
state  employees  now  under  the  jurisdiction  of  the  Personnel 
Department,  1,396  are  also  under  the  jurisdiction  of  the  Merit 
System.  They  are  the  employees  of  the  Commission  for  the 
Blind,  the  State  Board  of  Health,  the  Employment  Security  Com- 
mission, the  Medical  Care  Commission,  the  Merit  System  Coun- 
cil, and  the  State  Board  of  Public  Welfare. 

The  members  of  the  staff  of  the  State  Personnel  Department 
perform  six  different  personnel  functions.     They   (1)   classify 
positions,    (2)    recruit  applicants,    (3)    approve  appointments, 
(4)  prepare  pay  plans,  (5)  make  rules  governing  leave  and  con- 
ditions of  employment,  and  (6)  conduct  hearings. 

The  members  of  the  staff  of  the  Merit  System  work  with  both 
stat€!  and  local  employees.  They  (1)  classify  positions,  (2)  re- 
cruit applicants,  (3)  give  examinations,  (4)  certify  eligibles  and 
approve  appointments,  (5)  prepare  pay  plans,  (6)  make  rules 
governing  leave  and  conditions  of  employment,  and  (7)  conduct 
hearings. 

As  both  agencies  perform  approximately  the  same  functions, 
there  would  appear  to  be  a  complete  duplication  of  functions. 
However,  there  is  less  duplication  of  effort  than  would  first  ap- 
pear because  (1)  the  jurisdictions  of  the  two  agencies  differ, 
and  (2)  the  nature  of  the  functions  performed  are  different  in 
some  cases. 

Actually  in  only  three  functions  is  there  a  duplication  of 
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effort.  These  functions  are  (1)  classification  of  positions,  (2) 
recruitment  of  applicants,  and  (3)  approval  of  appointments; 
We  have  found  that  unnecessary  confusion  and  delay  has  re- 
sulted from  the  jurisdictional  disputes  between  the  Personnel 
Department  and  the  Merit  System  over  the  authority  to  classify 
positions. 

The  state  personnel  director  believes  that  he  has  a  responsi- 
bility for  initiating  classification  surveys  for  all  state  depart- 
ments including  the  merit  system  agencies.  He  also  believes 
that  he  must  approve  every  job  description  and  specification 
before  it  becomes  effective.  For  a  time  the  merit  system  super- 
visor and  the  Merit  System  Council  believed  that  they  had  com- 
plete and  final  responsibility  in  all  personnel  classification  mat- 
ters affecting  merit  system  agencies.  The  merit  system  super- 
visor now  states  that  he  should  have  final  authority  in  setting 
the  minimum  qualifications  for  each  classification  of  position 
and  that  the  State  Personnel  Department  should  have  final 
authority  in  the  allocation  of  positions  in  the  various  agencies 
to  the  proper  classes  of  positions. 

Although  the  respective  authority  of  these  two  personnel 
agencies  has  been  of  concern  to  the  operating  departments  under 
the  Merit  System  and  the  personnel  agencies  themselves  for 
nearly  five  years,  attempts  to  reconcile  the  divergent  points  of 
view  and  draft  a  standard  procedure  have  not  been  completely 
successful.  Two  agencies  and  two  governing  boards  are  in- 
volved and  each  is  intent  on  carrying  out  its  own  program.  In 
the  absence  of  a  clear  cut  statutory  delegation  of  authority,  tech- 
nicalities and  procedure  have  become  matters  of  disagreement 
and  work  requiring  joint  effort  has  advanced  slowly.  This  con- 
fused delegation  of  authority  has  been  expensive  to  the  covered 
agencies  in  terms  of  time  and  money. 

We  have  found  additional  duplication  of  effort  in  the  recruit- 
ment and  referral  of  applicants,  in  the  application  procedure, 
and  in  the  processing  of  appointments. 

In  considering  the  present  duplication  of  classification,  ap- 
plication, and  appointment  functions  existing  in  the  State  Per- 
sonnel Department  and  the  Merit  System  Council,  we  have  con- 
sidered each  of  the  following  seven  possibilities : 
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(1)  No  change  in  the  present  delegation  of  personnel  func- 
tions. 

(2)  Clarification  of  the  classification  authority  of  the  two 
agencies. 

(3)  Placing  all  responsibility  for  initiating,  preparing,  and 
approving  job  specifications  applicable  to  state  employees 
on  the  state  personnel  director. 

(4)  Providing  that  a  majority  of  the  members  of  the  Merit 
System  Council  and  the  State  Personnel  Council  shall  be 
the  same  individuals. 

(5)  Providing  that  one  rule-making  and  advisory  council 
serve  both  the  Merit  System  and  the  State  Personnel 
Department. 

(6)  Transfer  all  merit  system  functions  applicable  to  state 
employees  to  the  State  Personnel  Department. 

(7)  Transfer  all  merit  system  functions  to  a  division  within 
the  State  Personnel  Department. 

The  first  possibility  involves  no  change.  The  second  would 
require  legislation  clarifying  the  jurisdiction  of  both  the  Merit 
System  and  the  Personnel  Department  in  classification  matters. 
The  third  would  place  all  responsibility  for  classifying  state 
positions  in  the  State  Personnel  Department.  The  administra- 
tive organization  of  both  agencies  and  all  other  functions  would 
continue  as  at  present.  The  fourth  possibility  would  provide 
for  three  members  of  one  council  to  serve  ex  officio  as  members 
of  the  other  council.  Such  an  arrangement  should  reduce  the 
possibility  of  conflicting  policies  and  make  it  easier  to  agree  on 
procedures  which  would  eliminate  areas  of  duplication.  How- 
ever, such  an  arrangement  would  not  guarantee  that  such  con- 
flicts or  duplications  would  be  eliminated. 

The  fifth  possibility  would  continue  the  two  personnel  agen- 
cies as  independent  agencies  but  would  provide  that  one  board 
would  direct  the  operations  of  both.  Such  a  plan  is  now  in 
operation  in  Alabama  and  Illinois.  In  both  states  it  is  reported 
that  conflicting  policies  have  been  eliminated  and  functions  have 
been  distributed  by  agreement. 

The  sixth  possibility  would  continue  the  Merit  System  Council 
as  the  merit  system  agency  responsible  for  performing  all  merit 
system  functions  for  the  2,226  local  employees  of  the  city  and 
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county  health  departments  and  the  county  welfare  departments. 
The  State  Personnel  Department  would  assume  all  merit  system 
functions  for  the  1,396  state  employees  working  in  state  agencies 
receiving  federal  Social  Security  funds.  Two  states,  Colorado 
and  Minnesota,  have  such  an  arrangement  at  the  present  time. 
This  sixth  possibility  might  create  more  duplication  than  it 
would  eliminate.  Both  local  and  state  merit  system  offices  would 
have  to  carry  on  duplicate  recruiting  and  examining  programs 
for  many  of  the  same  classes  of  positions.  Too  much  of  this 
duplication  exists  today  when  only  one  merit  system  agency  has 
complete  responsibility ;  even  more  would  exist  if  the  merit  sys- 
tem activities  were  separated  on  a  state  and  local  basis. 

The  seventh  possibility  would  place  responsibility  for  merit 
system  functions  for  both  state  and  local  employees  under  the 
State  Personnel  Department.  Sixteen  states  have  such  an  ar- 
rangement. These  states  include  California,  Connecticut,  Geor- 
gia, Maine,  Maryland,  Massachusetts,  Michigan,  New  Hamp- 
shire, New  Jersey,  New  York,  Ohio,  Oregon,  Rhode  Island,  Ten- 
nessee, Vermont,  and  Wisconsin.  Only  two  of  these  states  do 
not  have  a  merit  system  which  includes  all  or  most  state  em- 
ployees. The  two  states  are  New  Hampshire  and  Tennessee 
where  all  state  and  county  merit  system  activities  are  carried 
on  by  the  central  personnel  department  even  though  it  does  not 
administer  a  merit  system  for  the  other  state  employees.  In 
Tennessee  the  examinations  and  other  merit  system  activities 
are  handled  by  a  supervisor  of  examinations  in  a  division  of  the 
Tennessee  Department  of  Personnel.  In  New  Hampshire  all 
merit  system  activities  are  handled  along  with  other  state  per- 
sonnel matters  by  the  director  of  the  State  Personnel  Commis- 
sion. 

Although  a  statutory  clarification  of  the  classification  author- 
ity of  the  two  agencies  would  eliminate  the  principal  point  of 
disagreement  at  the  present  time,  such  a  clarification  would 
neither  eliminate  all  duplication  of  functions  nor  settle  new  dis- 
agreements as  they  arise.  We  believe  that  bringing  all  classifi- 
cation, recruitment,  and  appointment  functions  under  a  single 
agency  would  have  several  advantages.  Placing  all  classifica- 
tion authority  in  a  single  agency  would  settle  the  present  juris- 
dictional disputes  and  would  prevent  new  ones  from  arising. 
Placing  recruitment  and  examining  functions  in  a  single  agency 
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would  eliminate  the  necessity  for  different  application  forms 
and  simplify  the  procedure  for  recruiting  and  placing  applicants. 
Placing  all  appointment  approval  authority  in  a  single  agency 
would  eliminate  the  work  involved  in  both  agencies  reviewing 
each  application  and  approving  each  appointment. 

A  consolidation  of  the  functions  of  the  Merit  System  Council 
and  the  State  Personnel  Council  must  strengthen,  not  weaken, 
the  ability  of  the  new  personnel  agency  to  supervise  the  impartial 
selection  of  efficient  governmental  personnel.  Federal  statutes 
prohibit  the  payment  of  Social  Security  funds  to  any  state  that 
does  not  require  by  law  for  the  establishment  and  maintenance 
of  personnel  standards  on  a  merit  basis.  ''Merit  basis"  has  not 
been  defined.  Two  essentials  would  undoubtedly  be  (1)  competi- 
tive examinations,  and  (2)  restrictions  on  the  political  activities 
of  council  members,  the  personnel  director,  members  of  the 
personnel  office,  and  employees  of  the  agencies  receiving  federal 
funds  under  the  provisions  of  the  Social  Security  Act.  These 
requirements  are  not  unreasonable. 

2.  Positive  Recruiting  Program.  Our  study  of  the  Merit 
System  revealed  that  the  procedures  followed  in  publicizing  and 
scheduling  examinations  have  remained  virtually  unchanged 
since  the  agency  was  established  thirteen  years  ago.  Failure  to 
develop  a  positive  recruitment  program  during  the  periods  of 
acute  shortages  of  qualified  applicants  has  reduced  the  effective- 
ness of  the  Merit  System. 

Because  the  Merit  System  has  usually  not  had  eligibles  to 
certify  to  appointing  agencies  desiring  to  fill  vacancies,  the  Merit 
System  has  been  largely  a  testing  service  for  persons  who  have 
already  been  recruited.  Only  twelve  per  cent  of  the  appoint- 
ments to  permanent  full-time  positions  in  the  merit  system  agen- 
cies from  1944  through  1953  were  from  registers.  This  problem 
continues  to  be  acute  even  today.  Only  eleven  per  cent  of  the 
appointments  to  permanent  full-time  positions  during  1953  were 
from  registers. 

Merit  systems  in  several  states,  including  California,  New 
York,  and  Virginia,  have  accepted  the  challenge  which  periods 
of  acute  labor  shortage  make  to  all  merit  systems  and  personnel 
offices.  They  have  developed  continuous  recruiting  programs 
which  eliminate  long  periods  of  delay  between  the  date  examina- 
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tions  are  announced  and  the  date  successful  applicants  enter  on 
duty.  We  believe  a  continuous  recruitment  program  would 
greatly  increase  the  effectiveness  of  this  agency  and  strengthen 
the  Merit  System  in  North  Carolina. 

3.  Authority  to  Set  the  Number  of  Employees  in  Each  Agency. 
The  State  Personnel  Act  in  1949  transferred  the  authority  to 
fix  the  number  of  allowable  positions  in  each  state  agency  from 
the  Budget  Bureau  to  the  State  Personnel  Department  along 
with  authority  over  other  personnel  matters.  This  delegation 
of  authority  is  confusing  because  of  the  responsibility  of  the 
assistant  director  of  the  budget  for  the  expenditure  of  funds. 
No  state  personnel  department  or  civil  service  commission  in 
any  other  state  is  known  to  have  the  authority  to  set  the  number 
of  employees  in  each  agency.  To  date,  the  state  personnel  di- 
rector has  only  entered  this  area  when  requested  by  the  Budget 
Bureau  or  the  Governor  and  then  only  on  an  advisory  basis. 

4.  Inconsistencies  in  Salary  Determining  Procedures.  The 
state  personnel  director,  subject  to  the  approval  of  the  State 
Personnel  Council  and  the  Governor,  is  responsible  for  preparing 
the  salary  schedules  for  the  vast  majority  of  all  departmental 
employees.  The  Personnel  Department  is  also  responsible  for 
determining  the  salaries  of  the  chief  administrative  assistants 
of  the  constitutional  officers  although  their  positions  are  other- 
Vv^ise  exempt  from  the  Personnel  Department's  jurisdiction.  The 
salaries  of  fifty-four  other  state  administrative  employees  are 
determined  in  the  following  eleven  different  ways : 

(1)  Governor; 

(2)  Governor  subject  to  the  approval  of  the  Advisory  Budget 
Commission ; 

(3)  Governor  and  the  Advisory  Budget  Commission; 

(4)  Governor  subject  to  the  approval  of  the  Council  of  State; 

(5)  Governor  and  the  Council  of  State; 

(6)  Governor  subject  to  the  approval  of  a  commission; 

(7)  Advisory  Budget  Commission; 

(8)  Commission  or  official  subject  to  the  approval  of  the 
Governor ; 

(9)  Other  state  agency  subject  to  approval  of  Governor  and 
.;.           State  Personnel  Department; 

(10)   Other  state  agency  subject  to  approval  of  State  Person- 
nel Department;  and 
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(11)   Board  or  commission  administering  a  state  agency. 

Four  instances  were  found  where  the  salary  of  the  administra- 
tive officer  is  fixed  by  the  Governor.  In  twenty-one  instances 
the  salary  of  the  administrative  officer  or  officers  is  fixed  by 
the  Governor  subject  to  the  approval  of  the  Advisory  Budget 
Commission.  The  relatively  large  number  of  administrative  of- 
ficials having  their  salaries  set  in  this  manner  is  largely  due 
to  a  1947  act  passed  because  of  the  inflation  which  followed 
World  War  II.  This  act,  which  now  appears  in  the  General 
Statutes  as  Chapter  138-4,  provides  that  the  salaries  of  ad- 
ministrative officers  fixed  by  statute  as  of  1947  shall  be  fixed 
by  the  Governor,  subject  to  the  approval  of  the  Advisory  Budget 
Commission. 

The  present  variety  has  led  to  considerable  confusion.  Most 
of  the  variety  can  better  be  explained  by  the  fact  that  the 
enabling  acts  were  drafted  and  passed  by  different  legislatures 
at  widely  varying  times  rather  than  according  to  carefully  con- 
sidered legislative  and/or  administrative  principles. 

5.  Retirement  Systems.  We  have  studied  the  functioning  of 
the  three  state-wide  retirement  systems.  We  have  been  disturbed 
by  the  fact  that  in  some  cases  low  retirement  allowances  have 
prevented  employees  physically  incapable  of  satisfactorily  per- 
forming their  duties  from  retiring.  Many  of  these  employees 
have  long  years  of  faithful  service.  Their  present  plight  is 
more  the  result  of  the  tremendous  inflation  of  the  last  fifteen 
years  than  of  any  particular  defects  in  our  state  retirement 
system.  These  employees  worked  during  periods  of  low  wages 
and  consequently  their  retirement  allowances  are  low. 

The  recent  passage  by  Congress  of  the  1954  amendments  to 
the  Social  Security  Act  may  permit  at  least  a  partial  solution 
of  this  acute  problem.  The  1954  amendments  permit  state  and 
local  employees  belonging  to  public  retirement  systems  to  be 
brought  under  Old  Age  and  Survivor's  Insurance  for  the  first 
time.  A  study  of  the  possibility  of  integrating  the  present 
Teachers'  and  State  Employees'  Retirement  System  with  Old 
Age  and  Survivor's  Insurance  should  be  started  immediately. 

Several  different  plans  of  integration  should  be  studied. 
A  careful  analysis  should  be  made  of  the  benefits  payable, 
the  protection  afforded  each  group  of  state   employees,  and 
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the  short-term  and  long-range  costs  to  the  state.  The  provisions 
of  the  1954  amendments  to  the  Social  Security  Act  permitting 
newly  covered  employees  to  be  brought  under  Old  Age  and  Sur- 
vivor's Insurance  will  penalize  state  employees  not  brought 
under  Old  Age  and  Survivor's  Insurance  on  January  1,  1955, 
or  soon  thereafter.  Delay  beyond  1955  may  also  be  expensive 
to  the  State.  Promptness  in  beginning  the  study  will  permit  the 
1955  General  Assembly  to  provide  the  necessary  legislation  if 
the  study  reveals  a  plan  of  integration  which  will  increase  the 
benefits  paid  to  retired  and  disabled  employees  and  their  sur- 
vivors and  be  satisfactory  to  a  majority  of  state  employees 
and  to  the  General  Assembly.  This  is  a  problem  of  great  import- 
ance to  the  efficiency  of  state  administration. 

6.  Coordination  of  Retirement  and  Personnel  Policies.  Re- 
tirement is  a  personnel  function.  A  number  of  states  have  re- 
cently acted  to  place  the  responsibility  for  administering  their 
retirement  systems  within  their  state  personnel  departments 
because  of  the  desirability  of  coordinating  retirement  administra- 
tion with  other  personnel  policies.  North  Carolina  might  better 
achieve  this  greater  coordination  of  retirement  activities  and 
other  personnel  functions  at  this  time  by  making  the  state 
personnel  director  an  ex  officio  member  of  the  Board  of  Trustees 
of  the  Teachers'  and  State  Employees'  Retirement  System  and 
an  ex  officio  member  of  the  Board  of  Commissioners  of  the 
Law  Enforcement  Officers'  Benefit  and  Retirement  System. 

Recommendations 

Immediately  below  are  recommendations  which  we  believe, 
if  adopted,  will  minimize  or  eliminate  any  harmful  effects  which 
exist  or  might  exist  as  a  result  of  the  continued  existence  of 
the  aforementioned  points  of  special  concern. 

I.  We  recommend  that  the  Merit  System  Office  be  estab- 
lished as  a  division  of  the  State  Personnel  Department 
under  the  supervision  of  a  new  five-member  personnel 
council  appointed  by  the  Governor  for  six-year  overlap- 
ping terms. 

II.  We  recommend  that  the  authority  of  the  State  Personnel 
Department  to  set  the  number  of  allowable  positions  ini 
each  agency  be  repealed. 
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III.  We  recommend  that  the  salaries  of  all  administrative  of- 
ficers exempt  from  the  State  Personnel  Act,  other  than 
constitutional  officers  and  their  chief  administrative  as- 
sistants, be  set  by  the  Governor  subject  to  the  approval 
of  the  Advisory  Budget  Commission. 

IV.  We  recommend  a  prompt  study  of  the  advisability  of 
bringing  all  State  employees  under  old  age  and  survivor's 
insurance  and  integrating  the  Teachers'  and  State  Em- 
ployees' Retirement  System  with  old  age  and  survivor's 
insurance  with  the  hope  that  the  1955  General  Assembly 
will  be  able  to  enact  the  necessary  legislation,  if  any. 

V.  We  recommend  that  the  State  Personnel  Director  serve 
ex  officio  as  a  member  of  the  board  of  trustees  of  the 
Teachers'  and  State  Employees'  Retirement  System  and 
as  a  member  of  the  board  of  commissioners  of  the  Law^ 
Enforcement  Officers'  Benefit  and  Retirement  Fund. 
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His  Excellency 

Governor  of  North  Carolina 

Raleigh,  North  Carolina 

Your  Excellency: 

The  Commission  on  Reorganization  of  State  Government 
herewith  transmits  to  Your  Excellency  its  Report  on  the  area 
of  Cultural  and  Historical  Development. 

It  is  the  sincere  conviction  of  the  Commission  that  the  adop- 
tion of  the  recommendations  contained  in  this  Report  will  sub- 
stantially improve  the  administration  of  the  cultural  and  his- 
torical development  functions  of  the  government  of  North 
Carolina. 

Respectfully, 

David  Clark 
John  D.  Larkins,  Jr. 
William  F.  Marshall 
R.  Grady  Rankin 
W.  Frank  Taylor 

C.    W.    TiLSON 

Thomas  Turner 

Harriet  L.  Herring,  Secretary 

William  B.  Rodman,  Jr.,  Chairman 


Report  of  the  Commission  on  Reorganization 
of  State  Government 

CULTURAL  AND  HISTORICAL  DEVELOPMENT 
Agencies  Dealt  With 

1.  Charles  B.  Aycock  Memorial  Commission 

2.  Department  of  Agriculture  (consideration  limited  here  to 
the  State  Museum) 

3.  Department  of  Archives  and  History 

4.  Department  of  Conservation  and  Development  (considera- 
tion limited  here  to  the  preservation  of  historic  sites  by 
the  Division  of  State  Parks) 

5.  First  Airplane  Flight  Commission 

6.  Historic  Sites  Commission 

7.  Library  Commission 

8.  North  Carolina  State  Art  Society 

9.  North  Carolina  Symphony  Society 

10.  Roanoke  Island  Historical  Association 

11.  Sir  Walter  Raleigh  Commission 

12.  State  Art  Commission 

13.  State  Library 

14.  State  Document  Library 

15.  State  Highway  and  Public  Works  Commission  (considera- 
tion limited  here  to  the  marking  of  historic  sites) 

16.  Supreme  Court  of  North  Carolina   (consideration  limited 
here  to  the  Supreme  Court  Library) 

17.  Tryon*s  Palace  Commission 

18.  Zebulon  Baird  Vance  Memorial  Commission 
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Introduction 


The  Commission's  study  of  the  Cultural  and  Historical  Area 
revealed  that  the  functions  administered  in  the  area  could  be 
grouped  into  several  broad  classifications.  We  grouped  them 
as  follows:  (1)  functions  relating  to  the  preservation  of  the 
state's  historical  heritage;  (2)  state  library  functions;  and  (3) 
state  museum  functions  in  the  fields  of  art,  history  and  natural 
history.  All  these  functions  can  also  be  considered  as  falling 
into  one  broad  classification  in  considering  administrative  or- 
ganization, for  they  are  all  designed  to  accomplish  the  same 
common  educational  goal. 

Other  qualifications  could  be  logically  defended.  The  art  mu- 
seum, could,  for  example,  be  separately  classified  since  it  is  the 
only  state-supported  function  in  the  field  of  the  fine  arts.  Fur- 
thermore, the  historical  museum  can  be  and  is  classified  as  a 
function  relating  to  the  preservation  of  the  state's  historical 
heritage.  We  decided  to  group  all  of  the  museums  together 
for  the  purpose  of  determining  whether  their  institutional  simi- 
larities and  common  administrative  problems  have  any  bearing 
on  the  most  desirable  form  of  museum  organization. 

We  have  not  considered  herein  the  organization  of  private 
non-profit  corporations  which  are  "under  the  patronage  and 
control  of  the  state"  for  the  purpose  of  receiving  financial 
grants-in-aid  from  the  state.  These  agencies  are  not  sufficiently 
under  state  administrative  control  to  require  the  attention  of 
this  Commission.  Thus  no  further  mention  will  be  made  of  the 
Roanoke  Island  Historical  Association  or  of  the  North  Carolina 
Symphony  Society. 

As  we  have  already  said,  all  of  the  agencies  in  this  area  are 
performing  functions  which  may  be  characterized  as  contribut- 
ing to  one  ultimate  purpose :  improving  the  general  educational 
and  cultural  level  of  the  people  of  North  Carolina.  In  contrast 
to  the  public  schools  and  institutions  of  higher  education,  these 
agencies  are  devoted  to  improving  the  general  cultural  back- 
ground of  all  the  people  of  the  state  in  the  fields  of  history  and 
art  and  to  making  available  all  kinds  of  library  resources  for 
general  educational  and  recreational  purposes.  Insofar  as  these 
agencies  have  this  single  educational  aim,  they  have  a  relation 
which  may  be  used  to  advantage  by  the  state  in  considering 
their  administrative  organization. 
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The  functions  performed  by  agencies  in  this  area  are  in  the 
twilight  zone  of  governmental  action.  Because  they  are  not 
governmental  functions  in  the  traditional  sense,  any  expansion 
of  state  activity  in  this  area  should  be  carefully  reviewed  and 
weighed  against  the  probability  of  adequate  programs  developed 
under  private  initiative.  At  the  present  time  no  single  board  or 
governmental  official  has  the  authority  to  subject  the  broad 
range  of  these  programs  to  continuous  study  and  to  make  recom- 
mendations for  a  coordinated  state  policy.  Review  by  the 
Governor,  the  Advisory  Budget  Commission  and  the  General 
Assembly  is  fragmentary  and  is  largely  limited  to  immediate 
budgetary  questions. 

When  we  consider  the  increasing  number  of  requests  for 
linancial  grants-in-aid  and  for  additional  state  appropriations 
for  historical,  library  and  other  cultural  services,  the  need  for 
studied  formulation  of  basic  policy  for  state  action  in  this  area 
becomes  apparent.  This  Commission  believes  that  such  a  policy 
could  best  be  formulated  by  a  governmental  agency  which  had 
responsibility  for  all  functions  in  this  area.  At  the  same  time 
we  recognize  the  administrative  difficulties  inherent  in  bringing 
under  one  governing  agency  several  functions  which,  speaking 
in  a  limited  sense,  are  designed  to  achieve  diverse  objectives. 
Based  upon  the  experience  of  other  states  and  upon  past  his- 
tory in  this  state,  we  have  concluded  that  the  operational  super- 
vision  of  all  historical  functions,  all  library  functions,  and  all 
state-supported  museums  by  one  governing  board  would  impose 
upon  that  board  a  most  difficult  task  in  coordinating  the  pro- 
gram objectives  of  the  several  agencies  now  performing  those 
functions. 

Rather  than  attempt  to  force  the  state's  activities  in  history, 
library  services  and  museums  into  the  same  governmental  mold, 
we  concluded  that  most  of  the  advantages  that  would  ensue  from 
total  consolidation  in  one  agency  can  be  realized  from  less  drastic 
measures.  If  one  agency  can  be  given  total  responsibility  for 
all  historical  functions,  one  agency  total  responsibility  for  all 
library  functions,  and  one  agency  total  responsibility  for  all 
museum  functions,  then  we  believe  that  more  effective  state 
policy  in  this  area  will  result,  more  effective  administration  for 
each  classification  of  functions  can  be  achieved,  and  the  pos- 
sibilities for  duplication  of  manpower  and  materials  will  be 
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materially  reduced.  In  the  following  sections  of  this  report  we 
have  considered  in  order  the  possibilities  of  reorganization  of 
the  agencies  performing  functions  in  the  fields  of  history,  li- 
brary service  and  museums. 
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A.     History  , 

The  agencies,  with  their  principal  functions,  which  are  con- 
sidered here  are  as  follows : 

1.  The  Department  of  Archives  and  History  with  the  primary 
functions  of  (a)  preserving  the  staters  historical  heritage 
through  preservation  of  public  records  and  private  historical 
manuscripts,  publication  of  historical  records  and  other  ma- 
terials, preservation  and  display  of  historical  objects,  marking 
of  historic  sites,  and  serving  as  a  clearing  house  for  historical 
activities  in  the  state  and  (b)  administering  a  program  of 
modern  records  administration  for  all  state  agencies. 

2.  The  Historic  Sites  Commission  with  the  primary  function 
of  fixing  criteria  for  measuring  the  state-wide  historical  sig- 
nificance of  particular  tracts  of  land  and  structures  and  making 
recommendations  to  the  Governor  and  Council  of  State  con- 
cerning the  acquisition  and  preservation  of  land  and  structures 
for  historic  sites. 

3.  The  Department  of  Conservation  and  Development  which 
has  as  one  of  its  functions  the  acquisition,  restoration  and  main- 
tenance of  historic  sites. 

4.  Tryon's  Palace  Commission  which  has  the  primary  func- 
tion of  supervising  the  restoration  and  management  of  Tryon's 
Palace. 

5.  The  Charles  B.  Aycock  Memorial  Commission  which  has 
the  primary  function  of  acquiring  and  restoring  the  birthplace 
of  Charles  B.  Aycock  and  conveying  the  site  to  the  State  of 
North  Carolina  as  a  memorial. 

6.  The  Zebulon  Baird  Vance  Memorial  Commission  which  has 
the  primary  function  of  acquiring  and  restoring  the  birthplace 
of  Zebulon  Baird  Vance  and  conveying  the  site  to  the  State  of 
North  Carolina  as  a  memorial. 

7.  The  State  Highway  and  Public  Works  Commission  which 
has  as  one  of  its  functions  financial  support  of  the  program  of 
marking  historic  sites  and  the  duty  of  physically  placing  such 
markers. 

I  *        The  First  Airplane  Flight  Commission  is  not  considered  here- 
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in  since  it  has  already  achieved  the  purpose  for  which  it  was 
formed  and  will  go  out  of  existence  on  March  31,  1955.  The  Sir 
Walter  Raleigh  Commission,  which  has  the  function  of  erecting 
a  memorial  to  Sir  Walter  Raleigh  in  the  city  of  Raleigh  with 
funds  raised  from  voluntary  donations,  does  not  have  a  sub- 
stantive function  which  has  a  relation  to  state  agencies  con- 
sidered in  this  report. 

Explanation  of  Findings  and  Recommendations 

For  more  than  half  a  century  the  people  of  North  Carolina 
have  manifested  a  lively  interest  in  the  history  of  the  state  and 
in  practical  application  of  the  experiences  of  our  forefathers  to 
the  problems  of  today.  This  interest  has  been  evidenced  not 
only  in  the  activities  of  state-wide  and  local  historical  societies 
and  civic  groups  but  also  in  the  activities  of  state  agencies  es- 
tablished by  the  General  Assembly  to  preserve  the  significant 
elements  of  our  historical  heritage. 

In  identifying  the  preservation  of  history  as  a  separate 
governmental  function,  we  are  aware  that  no  such  recognition 
is  given  to  this  program  in  some  states.  The  various  functions 
performed  by  an  historical  agency  can,  with  some  logic,  be  re- 
distributed among  several  state  agencies.  To  follow  this  prac- 
tice would,  however,  constitute  denial  of  a  tradition  that  has 
existed  in  North  Carolina  since  the  creation  of  the  Historical 
Commission  in  1903.  In  the  absence  of  substantial  evidence 
that  another  method  of  organization  for  preserving  the  state's 
historical  heritage  is  more  desirable,  we  have  preferred  to  recog- 
nize this  function  as  a  separate  governmental  activity  and  to 
approach  the  question  of  administering  agencies  performing 
historical  functions  from  this  point  of  view. 

We  have  examined  the  several  historical  agencies  to  deter- 
mine whether  more  effective  service  could  be  rendered  by  fixing 
primary  responsibility  in  a  single  agency  or  a  smaller  number  of 
agencies.  It  is  apparent  on  inspection  that  the  Department  of 
Archives  and  History  is  already  responsible  for  most  of  the 
functions  devoted  to  a  preservation  of  our  historical  heritage. 
There  are,  however,  several  problems  which  have  given  us  con- 
cern and  these  are  discussed  at  more  length  below. 
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Points  of  Special  Concern  to  the  Commission 

1.  The  Preservation  of  Historic  Sites.  The  selection,  ac- 
quisition, restoration  and  maintenance  of  land  and  structures 
having  state-v^ide  historical  significance  is  one  of  the  principal 
historical  functions  of  state  government.  While  the  efforts  of 
private  agencies  have  been  most  important  in  saving  some  his- 
toric properties  from  destruction  or  from  development  for  com- 
mercial uses,  the  state  government  is  best  qualified  to  coordinate 
the  efforts  of  these  private  agencies  and  to  provide  financial  and 
administrative  assi^.ance  v^here  private  agencies  have  not  suc- 
ceeded in  their  efforts  to  acquire  and  restore  properties  of  real 
state-wide  importance. 

At  the  present  time  the  state's  responsibility  in  the  preserva- 
tion of  historic  sites  is  shared  by  several  agencies.  Ever  since 
Fort  Macon  was  acquired  by  the  state  in  1924,  primary  responsi- 
bility for  the  selection,  acquisition,  restoration  and  management 
of  historic  sites  has  been  vested  in  the  Department  of  Conserva- 
tion and  Development  and  that  responsibility  is  now  the  special 
duty  of  the  Division  of  State  Parks.  No  legislative  authority 
can  be  found  specifically  assigning  historic  sites  to  this  depart- 
ment, but  it  has  been  accepted  practice  in  a  majority  of  states 
for  parks  agencies  to  administer  historic  sites  together  with 
scenic  and  recreational  parks. 

Meanwhile  the  Department  of  Archives  and  History,  which 
is  concerned  with  all  historical  functions,  has  always  provided 
advice  and  some  research  assistance  to  the  Department  of  Con- 
servation and  Development  in  the  acquisition  and  restoration  of 
historic  sites.  From  time  to  time,  however,  a  need  was  felt  for 
an  agency  with  the  power  to  evaluate  the  relative  importance  of 
historic  sites  throughout  the  state  for  preservation  by  the  state 
government,  and  in  1953  the  General  Assembly  established  the 
Historic  Sites  Commission,  a  five-member  board  appointed  by 
the  Governor  with  the  function  (1)  of  fixing  criteria  to  aid  in 
identifying  those  sites  having  state-wide  historical  significance 
and  (2)  of  making  recommendations  to  the  Governor  and  Coun- 
cil of  State  on  the  advisability  of  purchasing  land  or  buildings 
for  preservation  by  the  state.  The  Department  of  Archives  and 
History  is  the  research  and  secretarial  arm  of  that  Commission. 

Perhaps  as  mute  evidence  of  the  need  for  fixing  specific  stand- 
ards for  state  support,  we  find  that  three  special  commissions 
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for  the  acquisition,  restoration  and  management  of  specific  his- 
toric properties  have  been  established  by  the  General  Assembly. 
In  two  cases — the  acquisition  and  restoration  of  the  birthplaces 
of  Charles  B.  Aycock  and  Zebulon  Baird  Vance — the  commis- 
sions will  go  out  of  existence  when  the  properties  are  restored 
and  have  been  conveyed  to  the  State  of  North  Carolina  for 
maintenance.  On  the  other  hand,  the  Tryon's  Palace  Commis- 
sion has  authority  not  only  to  supervise  acquisition  and  restora- 
tion of  the  property  but  also  to  supervise  the  management  of 
the  property.  Perhaps  this  is  a  special  case,  since  large  sums 
have  been  made  available  for  this  project  from  private  sources. 

After  a  careful  study  we  are  convinced  that  the  overlapping, 
duplication  and  conflict  of  authority  now  present  in  the  adminis- 
tration of  this  function  is  unsatisfactory.  We  believe  that  basic 
authority  for  all  steps  in  the  selection,  acquisition,  restoration 
and  management  of  historic  sites  should  be  given  to  a  single 
state  agency.  Such  a  change  is  not  only  in  accord  with  com- 
monly-accepted principles  of  public  administration,  but  it  is 
also  in  accord  with  the  recommendations  of  authorities  familiar 
with  the  preservation  of  historic  sites. 

After  we  reached  this  preliminary  decision,  we  were  faced 
with  the  problem  of  determining  where,  in  the  framework  of 
state  government,  responsibility  for  this  function  should  logically 
lie.     There  are  two  valid  points  of  view. 

The  preservation  of  historic  sites  may  be  considered  as  an 
integral  part  of  the  overall  historical  program  of  the  state  and 
a  function  to  be  administered  by  the  agency  having  responsi- 
bility for  all  historical  functions.  From  this  point  of  view,  we 
were  impressed  with  the  fact  that  the  relative  importance  of 
historic  sites  would  be  judged  with  reference  to  all  other  aspects 
of  the  state's  historical  program.  Furthermore  all  administra- 
tive responsibility  for  historical  functions  would  be  centered  in 
one  agency,  thus  insuring  a  maximum  degree  of  coordination 
for  all  these  functions. 

On  the  other  hand,  we  found  that  the  preservation  of  historic 
sites  may  also  be  considered  as  an  integral  part  of  the  parks 
program  of  the  state.  From  this  point  of  view  we  were  im- 
pressed with  the  fact  that  the  relative  importance  of  historic 
sites  would  be  judged  with  reference  to  all  other  parks  areas 
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acquired  and  managed  by  the  state,  including  scenic  and  recrea- 
tional parks.  Thus  one  agency  would  have  the  responsibility  for 
the  basic  decisions  in  acquiring  and  developing  all  land  areas 
contributing  to  the  recreational  and  cultural  development  of  the 
people  of  the  state  and  would  provide  co-ordinated  management 
of  all  land  areas  and  structures  requiring  development  for  public 
use. 

From  whichever  point  of  view^  the  problem  was  approached, 
we  found  that  there  would  be  both  advantages  and  disad- 
vantages. We  found  that  no  great  savings  in  manpower  or 
materials  would  result  in  either  case,  but  that  in  either  case 
more  effective  service  would  be  more  likely  than  under  the  pres- 
ent system  of  organization.  We  ultimately  concluded  that  the 
decision  must  be  based  on  a  choice  of  basic  policies. 

In  view  of  the  special  emphasis  which  has  been  placed  on 
history  in  this  state,  we  have  concluded  that,  as  a  matter  of 
policy,  the  preservation  of  historic  sites  should  be  brought  under 
the  Department  of  Archives  and  History.  We  are  not  unmind- 
ful of  the  arguments  in  favor  of  administration  by  state's  parks 
agency,  but  we  believe  that  that  agency  has  so  important  a  task 
in  the  development  of  scenic  and  recreational  park  areas  that  it 
Avill  function  better  without  responsibility  for  historic  sites.  We 
believe  that  it  will  be  easier  for  the  historical  agency  to  secure 
technical  assistance  in  the  development  of  historic  sites  for 
public  use  than  it  will  be  for  the  parks  agency  to  make  the  neces- 
sary value  judgments  in  the  acquisition  and  development  of 
historic  sites  having  state-wide  significance.  We  believe  that 
it  is  more  important  for  decisions  on  historic  sites  to  be  related 
to  other  aspects  of  the  state's  historical  program  than  for  them 
to  be  related  to  the  development  of  other  state  parks.  We  also 
believe  that  it  will  be  easier  for  the  Department  of  Archives  and 
History  to  encourage  local  interest  and  financial  support  for  the 
development  of  historic  sites. 

Since  we  believe  that  a  concentration  of  authority  for  this 
function  is  necessary,  we  believe  that  the  Historic  Sites  Commis- 
sion should  be  abolished  and  that  the  duties  of  that  agency 
should  be  performed  by  the  Executive  Board  of  the  Department 
of  Archives  and  History. 

While  we  recognize  the  importance  to  the  state  of  the  special 
commissions  raising  private  money  for  the  acquisition  and  res- 
toration of  historic  sites,  we  think  that  in  the  future  additional 
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safeguards  should  be  provided  when  such  commissions  are  estab- 
lished and  are  given  conditional  appropriations  from  state  funds 
to  help  meet  the  purchase  price.  The  acquisition  of  land  and  the 
planning  and  development  of  historic  sites  for  public  use  involve 
matters  of  policy  based  on  technical  skill  and  experience,  and 
these  policies  should  not  be  subject  to  change  at  the  will  of 
separate  commissions.  We  believe  that  when  commissions  are 
established  to  acquire  and  restore  sites  with  the  assistance  of 
state  funds,  the  appropriation  should  be  conditioned  on  ap- 
proval of  the  plans  for  land  acquisition  and  restoration  by  the 
Executive  Board  of  the  Department  of  Archives  and  History. 
This  approval  should  be  required  whether  or  not  the  site  will 
actually  be  administered  by  the  Department  of  Archives  and 
History. 

Since  the  restoration  of  Tryon's  Palace  involves  such  a  large 
expenditure  of  private  funds,  we  do  not  recommend  that  any 
action  should  be  taken  at  this  time  which  would  affect  the  prog- 
ress of  that  project.  Sooner  or  later  some  basic  decisions  must 
be  made  on  responsibility  for  operation  of  that  property,  since 
the  statutes  are  not  clear  in  defining  that  responsibility. 

There  are  at  present  two  state  parks  which  have  both  his- 
torical values  and  scenic  and  recreational  values.  We  would  not 
presume  to  decide  whether  the  historical  values  make  Fort 
Macon  and  Pettigrew  State  Parks  historic  sites,  whether  they  are 
primarily  scenic  and  recreational  parks,  or  whether  the  historic 
sites  can  be  segregated  from  the  scenic  and  recreational  areas. 
This  determination  should  be  preceded  by  a  joint  study  of  those 
areas  by  the  Department  of  Conservation  and  Development  and 
the  Department  of  Archives  and  History,  and  we  have  made 
provision  in  our  recommended  legislation  for  solving  this  prob- 
lem. 

2.  Marking  of  Historic  Sites.  Since  1935  a  highly  successful 
program  of  marking  historic  sites  throughout  the  state  by  the 
erection  of  highway  markers  carrying  appropriate  inscriptions 
has  been  administered  jointly  by  the  Department  of  Archives 
and  History,  the  Department  of  Conservation  and  Development, 
and  the  State  Highway  and  Public  Works  Commission.  The 
only  question  arising  at  this  time  is  whether  the  efforts  of  all 
three  agencies  are  still  necessary  for  a  satisfactory  program. 
The  Department  of  Archives  and  History  screens  all  requests 
for  markers,  prepares  inscriptions,  and  presents  them  to  an 
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advisory  committee  for  their  approval.  The  State  Highway  and 
Public  Works  Commission  provides  the  necessary  funds  for  the 
program  and  actually  erects  the  markers  at  the  points  desig- 
nated by  the  Department  of  Archives  and  History.  The  Depart- 
ment of  Conservation  and  Development  places  the  orders  for 
the  markers. 

While  we  recognize  the  important  role  played  by  the  Depart- 
ment of  Conservation  and  Development  in  initiating  this  pro- 
gram, functionally  we  see  no  reason  why  one  agency  should 
select  and  approve  the  marker,  another  should  place  the  order, 
while  a  third  erects  and  pays  for  the  marker.  We  believe  that 
the  joint  efforts  of  the  Department  of  Archives  and  History  and 
the  State  Highway  and  Public  Works  Commission  will  be  suf- 
ficient for  this  program,  and  that  the  Department  of  Archives 
and  History  should  bear  full  responsibility  until  the  completed 
marker  is  ready  to  be  placed  on  the  highway  site. 

3.  Records  Administration.  The  Department  of  Archives 
and  History  is  to  be  comm.ended  for  its  excellent  program  of 
records  administration,  a  program  which  has  won  the  attention 
and  admiration  of  many  other  states.  Insofar  as  the  program 
is  designed  to  achieve  progressive  records  disposal,  the  storage 
of  semi-current  records  in  the  Record  Center,  and  the  transfer 
of  records  having  permanent  historical  significance  to  the  ar- 
chives, we  think  that  this  program  is  a  proper  function  of  the 
Department  of  Archives  and  History.  When  or  if  the  emphasis 
shifts  to  an  analysis  of  management  procedures  in  other  agen- 
cies, we  think  that  care  should  be  taken  to  see  that  there  is  no 
duplication  of  effort  with  other  state  agencies. 

Recommendations 

Immediately  below  are  recommendations  which  we  believe,  if 
adopted,  will  minimize  or  eliminate  any  harmful  effects  which 
either  exist  or  might  exist  as  a  result  of  the  continued  existence 
of  the  problems  just  discussed.  Drafts  of  proposed  legislation 
to  effect  these  recommendations  have  been  prepared  and  will  be 
submitted  to  the  General  Assembly. 

I.  We  recommend  that  full  authority  for  the  selection,  ac- 
quisition, restoration  and  administration  of  historic  prop- 
erties and  structures  be  transferred  to  the  Department  of 
Archives  and  History. 
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II.  We  recommend  that  the  duties  of  the  Historic  Sites  Com- 
mission be  made  the  duties  of  the  Executive  Board  of 
the  Department  of  Archives  and  History. 

III.  We  recommend  that  the  Historic  Sites  Commission  be 
abolished. 

IV.  We  recommend  that  the  duties  of  the  Department  of 
Conservation  and  Development  in  the  marking  of  historic 
sites  be  transferred  to  the  Department  of  Archives  and 
History. 

V.  We  recommend  that  any  special  commission  hereafter 
established  for  the  acquisition  and  restoration  of  a  specific 
historic  site  should  be  required  to  have  plans  for  land 
acquisition  and  for  restoration  of  the  site  or  structure 
approved  by  the  Department  of  Archives  and  History 
before  State  appropriations  for  the  project  are  released. 
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B.     Library  Service 

The  agencies,  with  their  principal  functions,  which  are  con- 
sidered here  are  as  follows: 

1.  The  State  Library  with  the  primary  function  of  main- 
taining a  general  reference  library  for  the  use  of  state  agencies, 
public  libraries  and  the  citizens  of  the  state. 

2.  The  Library  Commission  with  the  primary  function  of 
promoting  and  assisting  in  the  establishment  and  development 
of  public  library  service  throughout  the  state. 

3.  The  Supreme  Court  Library  with  the  primary  function  of 
providing  law  library  service  for  members  of  the  Supreme  Court 
and  members  of  the  North  Carolina  State  Bar. 

4.  The  Department  of  Public  Instruction,  one  of  whose  func- 
tions is  the  provision  of  school  library  advisory  services  to  the 
public  schools  of  the  state. 

Explanation  of  Findings  and  Recommendations 

A  student  of  North  Carolina  history  can  easily  detect  when, 
during  the  past  150  years,  a  need  for  a  specific  state-supported 
library  service  became  apparent.  The  first  collection  of  books 
for  reference  use  by  state  officials  was  set  up  in  the  office  of  the 
Secretary  of  State  in  1812.  By  1840  the  need  for  a  state  li- 
brarian resulted  in  the  creation  of  that  office.  Segregation  of 
the  law  library  collection  from^  the  general  book  collection  began 
in  1871,  although  the  same  board  of  trustees  administered  the 
law  library  and  the  state  library  until  1883.  In  the  latter  year 
the  supreme  court  justices  were  given  responsibility  for  the  law 
library.  In  1903  the  movement  for  collection  and  preservation 
of  public  documents  and  private  manuscripts  having  historical 
significance  resulted  in  the  creation  of  the  Historical  Commis- 
sion (now  the  Department  of  Archives  and  History).  In  1909 
public  interest  in  governmental  encouragement  for  public  li- 
brary development  throughout  the  state  resulted  in  establishment 
of  the  Library  Commission. 

This  agency-by-agency  development  of  library  service  is  not 
peculiar  to  North  Carolina.  A  similar  story  can  be  found  in 
almost  every  state.  As  methods  for  coordinating  state  and  local 
library  resources  have  been  developed,  there  has  been  a  growing 
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realization  that  the  general  aim  of  all  state  library  agencies  is 
the  same — to  make  library  resources  in  every  field  of  knowledge 
available  to  persons  throughout  the  state.  This  principle  has 
been  more  and  more  reflected  in  practice  so  that  in  1954  the 
National  Association  of  State  Libraries,  in  defining  the  role  of 
state  library  agencies,  has  recommended  that  all  library  func- 
tions should  be  administered  by  one  library  agency.  In  a  state- 
ment adopted  on  June  19,  1954,  this  association  said: 

''The  state  library  is  the  focal  point  of  the  state-wide  system  of 
library  service.  It  has  the  dual  function  (1)  to  serve  all 
branches,  agencies,  commissions,  departments  and  officers  of  its 
government  and  (2)  to  serve  the  state  as  a  whole.  Its  functions 
further  include  the  duties  of  promoting  library  development 
in  the  state,  improvement  of  library  standards,  and  fostering  a 
climate  of  acceptance  and  understanding  of  libraries  and  the 
value  of  library  service. 

The  m.ost  effective  state  library  is  one  that  encompasses  all 
library  services  of  the  state  government,  so  integrated  as  to 
function  with   economy  and   efficiency. 

It  can  best  perform  its  functions  as  a  separate  agency  of  gov- 
ernment. 

It  should  have  a  governing  board  composed  of  public  and  ex 
officio  members.  This  body  is  vested  with  the  duty  of  em- 
ploying the  best  librarian  available  to  administer  and  direct  the 
agency  and  it  should,  acting  always  with  the  librarian,  formu- 
late broad  general  policies  for  the  library. 

The  generally  recognized  components  of  an  integrated  state 
library  agency  are  general  services,  archives,  extension,  law, 
legislative  reference,  public  documents,  history  and  special 
services  such  as  services  to  the  blind." 

We  can  readily  accept  the  idea  that  all  library  services  have 
the  same  general  purpose,  and  we  recognize  the  strength  of 
the  arguments  for  administration  by  a  single  agency.  Rather 
than  adopting  the  concept  in  its  entirety,  however,  we  have 
taken  the  separate  library  functions  performed  by  agencies  in 
North  Carolina  and  tried  to  determine  if  better  service  will 
result  from  administration  of  those  functions  by  a  single  library 
agency. 

At  the  heart  of  a  proposal  for  a  single  library  agency  is  the 
question  whether  the  functions  now  performed  by  the  State 
Library  and  the  Library  Commission  could  better  be  performed 
by  a  single  agency.  Once  this  question  has  been  considered, 
attention  can  be  given  to  the  more  specialized  library  services 
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such  as  the  law  library,  a  documents  collection,  and  legislative 
reference. 

In  some  states  the  state  archives  and  historical  research  ser- 
vices have  been  initiated  by  state  library  agencies.  These  state 
library  agencies  specifically  disavow  any  desire  to  administer 
other  historical  functions  such  as  a  museum  or  historic  site. 
Since  North  Carolina  has  recognized  history  as  a  primary  pur- 
pose around  which  to  base  the  administration  of  historical 
functions,  we  have  not  considered  the  archives  and  historical 
research  services  as  possible  functions  of  the  state  library. 

Points  of  Special  Concern  to  the  Commission 

1.  The  State  Library  and  the  Library  Commission.  The 
State  Library  administers  a  book  collection  of  more  than  80,000 
volumes  which  is  designed  to  provide  a  basic  non-fiction  and 
reference  collection  for  the  people  of  the  state.  In  addition  to 
its  basic  collection,  the  State  Library  maintains  special  collec- 
tions in  the  fields  of  genealogy  and  southern  history  and  of  all 
publications  by  North  Carolinians  or  about  North  Carolina. 
Furthermore,  it  maintains  the  most  complete  file  of  daily  and 
weekly  North  Carolina  newspapers  to  be  found  in  the  state. 

The  Library  Commission  is  the  state's  library  extension 
agency.  Established  to  promote  development  of  public  library 
service  in  the  state,  this  agency  is  no  longer  principally  devoted 
to  placing  select  small  collections  of  books  in  each  county  for 
the  use  of  persons  not  having  public  library  service.  As  a 
result  of  state  aid  and  of  the  initiative  of  the  city  and  county 
governments  in  the  state,  today  there  is  county-wide  public 
library  service  in  over  90  North  Carolina  counties  and  some 
form  of  public  library  service  in  every  county.  As  a  result  the 
emphasis  of  the  Library  Commission  program,  in  addition  to 
advisory  services  and  the  allocation  of  state  aid,  has  been  shifted 
so  as  to  make  available  to  each  public  library  the  maximum 
resources  which  the  Commission  can  muster,  and  the  Com- 
mission's book  collection  of  about  40,000  volumes  is  now  a 
general  collection  designed  to  supplement  the  book  collections 
in  all  public  libraries,  to  give  reference  services  to  all  public 
libraries  and  citizens,  and  to  give  book  service  to  persons  out  of 
reach  of  libraries. 

After  studying  the  purposes  and  resources  of  these  two  agen- 
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cies,  we  are  convinced  that  more  effective  library  service  can  be 
made  available  to  the  people  of  North  Carolina  if  a  single  library 
agency  is  established  to  take  over  the  functions  now  performed 
by  the  Library  Commission  and  the  State  Library.  The  follow- 
ing reasons  contributed  to  our  decision: 

1.  If  the  two  book  collections  are  merged,  the  public  libraries 
and  the  people  of  the  state  will  have  greater  resources  at 
their  disposal  without  having  their  requests  delayed  by 
special  handling  in  two  independent  agencies. 

2.  If  book  purchases  are  made  by  a  single  agency,  duplica- 
cation  of  purchases  will  be  avoided  and  funds  for  book 
purchases  will  be  spent  more  efficiently.  Furthermore,  the 
larger  the  book  orders  placed  by  a  single  agency,  the 
greater  the  discount  which  can  be  secured,  and  thus  the 
average  cost  of  book  purchases  can  be  reduced. 

3.  Further  savings  in  manpower  and  materials  will  result 
from  (a)  the  maintenance  of  one  periodicals  collection 
instead  of  two,  (b)  the  maintenance  of  one  reference  col- 
lection of  encyclopedias,  yearbooks,  almanacs,  etc.  instead 
of  two,  and  (c)  the  cataloguing  of  all  books  by  one  staff 
instead  of  two. 

4.  Merger  of  the  two  book  collections  will  permit  establish- 
ment of  a  union  catalogue  of  all  books  in  the  two  collections 
without  additional  expenditure  for  capital  outlay.  With- 
out merger  of  the  two  collections,  a  union  catalogue  which 
is  badly  needed  could  only  be  established  through  duplica- 
tion of  over  120,000  library  cards. 

We  also  believe  that  a  single  agency  will  have  the  opportunity 
to  increase  the  value  of  state  library  services  in  other  ways. 
Here  we  have  in  mind  such  things  as  (a)  the  creation  of  a  union 
catalogue  of  all  library  resources  in  every  state  agency  in  the 
city  of  Raleigh  so  that  the  technical  collections  of  individual 
agencies  can  be  located  through  examination  of  one  catalogue, 
(b)  greater  coordination  of  the  purchases  and  maintenance  of 
special  and  technical  collections  by  state  agencies  and  public  li- 
braries receiving  state  aid,  and  (c)  the  development  of  special 
reference  services  for  the  use  of  state  agencies  and  legislators. 

In  concluding  that  a  new  library  agency  is  needed,  we  are 
fortified  by  the  knowledge  that  common  management  of  state 
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general  reference  libraries  and  of  the  book  collections  and  func- 
tions of  state  library  extension  agencies  is  almost  the  rule 
rather  than  the  exception  in  other  states.  We  have  been  able  to 
find  only  six  out  of  41  states  maintaining  a  general  reference 
library  where  separate  agencies  are  responsible  for  the  general 
reference  library  on  the  one  hand  and  the  state's  library  ex- 
tension program  on  the  other.  We  have  been  able  to  find  just 
one  state  where  separate  reference  and  periodicals  collections 
are  maintained  for  general  library  use  on  the  one  hand  and  for 
the  state's  library  extension  program  on  the  other.  We  have 
ascertained  that  state  librarians  individually,  as  well  as  the  na- 
tional association,  give  hearty  endorsement  to  common  adminis- 
tration of  the  two  functions  as  being  more  economical  and  con- 
ducive to  more  effective  services.  We  do  not  think  an  exception 
in  North  Carolina  would  be  justified. 

If  such  a  library  agency  is  established,  we  recommend  that 
there  be  a  governing  board  to  be  appointed  by  the  Governor  for 
six-year  overlapping  terms.  This  board  should  select  a  qualified 
librarian  and  should  fix  all  operating  policies  with  the  advice 
of  the  librarian. 

2.  The  Supreme  Court  Library.  We  have  given  careful  con- 
sideration to  the  idea  that  the  law  library  should  be  brought  to- 
gether with  all  other  state  library  services  under  a  single  agency, 
and  we  have  come  to  the  conclusion  that  nothing  would  be 
gained  by  removing  control  of  that  library  from  the  justices  of 
the  Supreme  Court.  The  following  reasons  were  important  in 
helping  us  to  reach  a  decision. 

1.  The  law  library  serves  a  very  restricted  clientele  and  the 
scope  of  its  book  collection  is  carefully  limited  to  books  of 
a  legal  nature  required  for  the  use  of  justices  of  the  Su- 
preme Court  and  members  of  the  State  Bar. 

2.  The  Supreme  Court  Library  is  physically  located  adjacent 
to  and  convenient  for  the  justices  of  the  Supreme  Court 
and  the  office  of  the  Attorney  General.  Physical  grouping 
of  the  law  library  with  other  library  functions  would  not 
be  feasible  at  this  time  and  in  any  event  would  work  a 
hardship  on  the  persons  using  it  most.  i, 

3.  The  law  library  is  presently  financed  by  appropriations 
from  the  General  Fund  for  the  use  of  the  Supreme  Court 
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and  these  appropriations  are  supplemented  by  fees  col- 
lected by  the  Supreme  Court.  The  librarian  is  presently 
also  the  marshal  of  the  Supreme  Court.  A  different 
method  of  financing  law  library  services  would  then  com- 
plicate rather  than  simplify  administration  of  the  library. 

We  have  also  noted  that  there  is  no  marked  trend  in  other 
states  toward  bringing  the  law  library  under  the  principal  state 
library  agency.  In  only  13  states  does  the  agency  responsible 
for  general  library  services  and  the  extension  program  also 
administer  the  law  library,  and  in  32  states  the  law  library  is 
organized  as  it  is  in  North  Carolina  today. 

3.  Documents  Distribution.  In  addition  to  the  session  laws, 
House  and  Senate  journals,  and  Supreme  Court  reports  which 
are  published  and  distributed  (including  exchanges)  by  the 
Secretary  of  State,  every  state  department  from  time  to  time 
issues  periodicals  or  separate  publications,  printed  and  mimeo- 
graphed. While  there  is  statutory  authority  for  providing 
various  state  libraries  with  copies  of  the  publications  of  state 
agencies,  distribution  of  such  publications  is  very  irregular  and 
distribution  policies  are  left  up  to  each  individual  agency.  By 
reason  of  lack  of  space,  lack  of  funds  and  an  absence  of  clear 
legislative  direction,  no  library  agency  in  Raleigh  undertakes  to 
maintain  a  complete  set  of  all  state  agency  publications,  and 
indeed,  except  for  biennial  reports,  state  agencies  are  not  re- 
quired by  statute  to  deposit  copies  of  all  publications  with  either 
the  State  Library  or  the  Library  Commission. 

The  most  complete  documents  library  in  the  state  is  that 
maintained  by  the  University  of  North  Carolina  in  Chapel  Hill. 
In  1933  that  library  took  over  a  large  portion  of  the  documents 
collection  of  the  State  Library  and  is  now  the  repository  for 
legislative  journals  and  other  printed  documents  received  on 
automatic  exchange  by  the  State  Library.  Although  the  State 
Library  is  an  authorized  depository  for  federal  documents,  it 
receives  only  those  specifically  ordered  for  use  by  the  Supreme 
Court  Library  and  a  limited  number  of  publications  for  file  in 
the  State  Library. 

Outside  of  the  distribution  of  laws,  journals  and  reports  by 
the  Secretary  of  State,  we  conclude  that  the  collection,  distri- 
bution and  exchange  of  official  state  documents  and  publications 
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is  in  an  unsatisfactory  state.  We  think  that  a  library  agency  in 
Raleigh  should  have  the  duty  of  maintaining  a  complete  col- 
lection of  the  publications  of  North  Carolina  state  agencies  and 
the  authority  to  require  the  agencies  to  make  such  publications 
available.  We  think  that  state  library  agencies  and  the  docu- 
ments library  in  Chapel  Hill  should  coordinate  the  collection 
and  maintenance  of  documents  received  from  other  states.  In 
our  judgment  some  study  should  be  given  to  the  idea  of  cen- 
tralized distribution  of  state  publications.  At  the  same  time 
study  should  be  given  to  the  establishment  in  a  library  agency 
or  some  other  agency  in  Raleigh  of  an  up-to-date  collection  of 
publications  and  materials  concerning  the  administration  of 
state  government  in  other  states  for  the  convenient  use  of  all 
legislators  and  state  officials. 

This  problem  involves  not  only  the  fixing  of  responsilibity.  It 
involves  also  a  knowledge  of  the  procedures  which  would  have 
to  be  followed  in  coordinating  the  distribution  and  exchange  of 
state  publications  and  the  creation  of  a  special  governmental 
reference  library.  This  Commission  has  not  had  the  time  to 
undertake  such  a  detailed  survey  at  this  time.  We  commend 
this  problem  to  the  attention  of  future  bodies  studying  the 
organization  of  state  government  and  to  the  attention  of  the  state 
library  agencies. 

Perhaps  mention  should  be  made  of  the  fact  that  there  exists 
on  the  statute  books  a  State  Documents  Library.  This  is  a 
carryover  from  the  time  in  the  1880's  when  the  State  Library 
was  first  moved  from  the  capitol  building  and  the  legislators 
wanted  to  make  provision  for  placing  copies  of  biennial  laws  in 
the  House  and  Senate  when  the  General  Assembly  was  in  session. 
This  function  can  be  made  the  duty  of  the  state  library  agency 
proposed  in  this  report  and  the  State  Documents  Library  can  be 
abolished. 

4.  School  Library  Advisory  Services.  Some  proposals  for 
bringing  together  all  library  services  into  a  single  agency  in- 
clude advisory  services  for  school  libraries  which  are  now  pro- 
vided by  the  Department  of  Public  Instruction.  The  testimony 
of  persons  familiar  with  library  services  convinces  us  that  the 
scope  of  school  library  book  collections  is  limited  by  the  insti- 
tutions they  serve,  that  school  library  service  is   necessarily 
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different  from  public  library  service,  and  that  the  needs  of 
school  libraries  are  more  closely  tied  to  the  needs  of  the  public 
schools  than  to  those  of  public  libraries.  Therefore  we  recom- 
mend that  the  school  library  advisory  service  should  continue 
to  remain  the  responsibility  of  the  Department  of  Public  In- 
struction. 

Recommendations 

Immediately  below  are  recommendations  which  we  believe,  if 
adopted,  will  minimize  or  eliminate  any  harmful  effects  which 
either  exist  or  might  exist  as  a  result  of  the  continued  existence 
of  the  problems  just  discussed.  Drafts  of  proposed  legislation 
to  effect  these  recommendations  have  been  prepared  and  will  be 
submitted  to  the  General  Assembly. 

I.  We  recommend  that  a  new  state  library  agency  be  estab- 
lished to  take  over  the  present  functions  of  the  State 
Library,  the  State  Documents  Library  and  the  Library 
Commission.  We  recommend  that  this  agency  be  gov- 
erned by  a  board  appointed  by  the  Governor  and  that 
this  board  appoint  the  state  librarian. 

II.  We  recommend  that  the  Law  Library  continue  to  be  ad- 
ministered by  the  Supreme  Court  of  North  Carolina. 

III.  We  recommend  that  responsibiilty  for  school  library  ad- 
visory services  remain  in  the  Department  of  Public  In- 
struction. 

IV.  We  recommend  that  the  Board  of  Trustees  for  the  State 
Library  and  the  State  Documents  Library  be  abolished 
and  that  the  Library  Commission  be  abolished. 

V.  We  recommend  that  a  study  be  made  during  the  next 
biennium  to  develop  recommendations  for  reorganizing 
the  system  of  collection,  publication,  distribution  and 
exchange  of  official  documents  and  publications  of  North 
Carolina  state  agencies. 
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C.     Museums 

The  agencies,  with  their  principal  functions,  which  are  con- 
sidered here  are  as  follows : 

1.  The  Department  of  Archives  and  History,  which  adminis- 
ters the  Hall  of  History. 

2.  The  Department  of  Agriculture,  which  administers  the 
State  Museum  (natural  history). 

3.  The  North  Carolina  State  Art  Society,  which  administers 
the  Art  Museum. 

Explanation  of  Findings  and  Recommendations 

Museums  are  institutions  commonly  employed  for  cultural 
development  and  education.  Their  usefulness,  and  their  great- 
ness lies  in  the  completeness  of  their  collections  in  various 
scientific,  historical  and  artistic  fields,  and  the  skill  with  which 
those  collections  are  displayed  to  attract  and  teach  people. 
Whatever  the  subject  of  a  museum's  basic  collection,  the  basic 
purposes  of  any  museum  are  to  provide  an  opportunity  for  edu- 
cation, an  opportunity  for  recreation,  and  an  opportunity  for 
scholarly  research. 

North  Carolina's  oldest  museum,  the  State  Museum,  can 
trace  its  history  back  to  1823  when  the  first  geological  survey  of 
the  state  was  begun.  From  a  collection  of  minerals  commonly 
found  in  North  Carolina,  the  museum  has  grown  into  a  natural 
history  museum  designed  to  give  the  visitor  an  understanding  of 
the  creation  and  development  of  the  universe,  the  earth,  and 
particularly  the  land  area  encompassed  by  the  borders  of  the 
state.  Emphasis  is  placed  on  the  history  and  present  status  of 
animal  and  plant  life  in  North  Carolina,  but  there  are  also  geo- 
logical and  archaeological  collections. 

The  Hall  of  History  originated  in  a  collection  of  historical 
objects  begun  by  Col.  Fred  A.  Olds  of  Raleigh  in  the  1880's. 
First  administered  by  the  State  Museum,  the  Hall  of  History 
was  transferred  to  the  Historical  Commission  in  1914  and  is 
now  a  component  part  of  the  Department  of  Archives  and 
History.  The  purpose  of  this  museum  is  to  collect,  preserve  and 
display  items  having  historical  significance  so  as  to  provide  a 
tangible  way  of  demonstrating  to  visitors  the  historical  heri- 
tage of  the  state — how  people  lived,  what  they  wore,  what 
weapons  they  used,  how  they  travelled,  and  what  they  read, 
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during  the  various  periods  since  a  colony  was  established  on 
Roanoke  Island  and  down  to  the  present  time. 

The  state's  art  museum  traces  its  history  back  to  the  crea- 
tion of  the  North  Carolina  State  Art  Society  in  1926.  Placed 
under  the  patronage  and  control  of  the  state  in  1929,  the  So- 
ciety was  not  able  to  open  an  art  gallery  in  Raleigh  until  the 
late  1930's  (with  the  help  of  the  Federal  Art  Project)  and  re- 
ceived no  state  financial  appropriation  until  1943.  Until  1953 
annual  operating  expenses  were  less  than  $10,000  and  all  paint- 
ings and  other  works  of  art  were  acquired  by  the  Society. 
Meanwhile,  in  1947  the  General  Assembly  appropriated  $1  mil- 
lion which  was  to  come  from  any  unappropriated  General  Fund 
surplus  at  the  end  of  the  194.7-49  biennium  and  which  was  to 
be  used  for  the  purchase  of  paintings  and  works  of  art  when  the 
Art  Society  should  have  secured  through  gifts  the  matching  sum 
of  $1  million  for  the  same  purpose.  When  the  Samuel  H.  Kress 
Foundation  committed  itself  to  give  paintings  in  the  value  of 
$1  million  to  the  state  if  the  General  Assembly  would  release 
this  conditional  appropriation,  the  1951  General  Assembly  ac- 
cepted this  gift  as  meeting  the  conditions  of  the  1947  legislation 
and  the  appropriation  was  approved.  A  five-member  State  Art 
Commission  made  the  purchases  from  this  appropriation  and 
the  paintings  in  this  $2  million  collection  are  now  in  storage 
awaiting  the  completion  of  a  suitable  gallery  for  their  display. 
The  1953  General  Assembly  has  set  aside  the  old  state  highway 
building  for  this  purpose  and  renovation  of  this  building  at  a 
cost  of  $225,000  is  now  in  progress. 

The  state's  three  museums  have  been  considered  together  in 
this  report  for  organizational  purposes,  because  they  all  have 
the  same  basic  objectives,  they  have  the  same  clientele  in  the 
general  public,  they  require  similar  types  of  building  facilities, 
and  they  can  utilize  many  of  the  same  administrative  services. 
They  are  now  administered  by  three  separate  agencies,  are  lo- 
cated in  three  different  buildings,  and  have  no  administrative 
relationships  one  with  the  others.  They  constitute  the  greatest 
tourist  attractions  maintained  by  the  state  in  Raleigh  today, 
and  their  importance  will  increase  greatly  when  the  new  state 
art  collection  is  first  placed  on  public  display. 

The  members  of  this  Commission  believe  that  our  museums 
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have  a  potential  greatness  not  yet  achieved.  We  have  given 
careful  study  to  the  museums  to  determine  if  the  functional 
relationship  between  the  museums  is  strong  enough  that  it 
might  be  used  to  achieve  a  sounder  development  of  museum  pro- 
grams through  administration  of  all  museums  under  a  single 
board  of  trustees.  We  recognize  that  centralized  administra- 
tion of  all  museums  would  not  be  most  effective  until  and  unless 
new  and  adequate  facilities  especially  designed  for  museum  pur- 
poses are  available. 

Even  if  such  facilities  were  available,  however,  we  are  not 
convinced  that  common  administration  of  all  three  museums 
under  a  single  board  of  trustees  would  be  effective.  Different 
technical  skills  are  involved  in  the  collection  and  preparation 
of  objects  and  materials  for  display  in  each  of  the  museums. 
Different  esthetic  and  cultural  values  are  developed  by  the  pro- 
grams of  each  museum.  Persons  of  widely-varying  interests 
participate  in  the  development  of  each  museum  and  in  the 
research  activities  of  each  museum.  This  very  diversity  sug- 
gests that  each  museum  should  be  placed  in  the  framework  of 
state  government  where  it  has  the  closest  possible  relationship 
with  other  state  functions  dealing  in  similar  subject  matter  and 
having  comparable  objectives. 

Today  the  historical  museum  is  administered  by  the  principal 
state  historical  agency  and  is  coordinated  closely  with  the  state's 
historical  program.  The  art  museum  is  closely  coordinated 
with  all  other  private  and  public  art  activities.  Only  the  natural 
history  museum  is  not  closely  associated  with  each  agency  with 
which  it  has  a  strong  functional  affiliation.  While  the  collections 
of  the  museum  have  a  close  relationship  to  the  work  of  the 
Department  of  Agriculture  with  respect  to  plant  life  and  soils, 
there  is  also  a  close  relationship  between  the  museum  and  the 
work  of  (1)  the  Wildlife  Resources  Commission  and  (2)  the 
work  of  the  Department  of  Conservation  and  Development  in 
the  fields  of  mineral  resources,  commercial  fisheries  and  state 
parks.  At  the  present  time,  pending  a  more  complete  study 
of  these  agencies,  we  are  not  prepared  to  suggest  correlation 
of  the  activities  of  the  natural  history  museum  with  agencies 
other  than  the  Department  of  Agriculture. 

In  summary  we  believe  that  the  museums  have  a  stronger 
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administrative  relationship  to  agencies  performing  related  func- 
tions than  they  do  to  each  other.  We  believe  that  no  change 
should  be  made  at  this  time  in  the  administration  of  any  of  the 
museums,  although  we  think  that,  wherever  possible,  the  mu- 
seums should  seek  to  cooperate  to  achieve  operational  savings. 
Furthermore,  we  call  upon  all  agencies  responsible  for  museum 
operation  to  work  together  in  devising  plans  and  methods  for 
the  construction  of  a  museum  or  fine  arts  center  which  would 
bring  together  these  agencies  having  a  wide  public  appeal  in 
facilities  especially  adopted  for  their  purposes.  Not  only  would 
construction  of  such  a  center  result  in  more  effective  museum 
programs,  but  also  it  would  release  large  areas  of  office  space 
in  the  vicinity  of  the  Capitol  for  office  purposes.  If  our  art, 
history  and  natural  history  museums  are  housed  in  suitable 
buildings  conveniently  located,  we  believe  that  North  Carolina 
will  have  a  fine  arts  center  in  keeping  with  the  value  of  its  col- 
lections, a  center  to  which  people  from  all  over  the  state,  and 
indeed  the  country,  will  come  with  pride  and  interest. 
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His  Excellency 

Governor  of  North  Carolina 

Raleigh,  North  Carolina 

Your  Excellency: 

The  Commission  on  Reorganization  of  State  Government  here- 
with transmits  to  Your  Excellency  its  Report  on  certain  specific 
problems  of  state  government  organization  found  to  exist  in  the 
areas  of  Agriculture,  Labor,  and  Business  Regulation. 

It  is  the  sincere  conviction  of  the  Commission  that  the  adop- 
tion of  the  recommendations  contained  in  this  Report  v^^ill  sub- 
stantially improve  the  organization  of  the  areas  concerned. 

Respectfully, 

David  Clark 

John  D.  Larkins,  Jr. 

William  F.  Marshall 

R.  Grady  Rankin 

W.  Frank  Taylor 

C.  W.  Tilson 

Thomas  Turner 

Harriet  L.  Herring,  Secretary 

William  B.  Rodman,  Jr.,  Chairman 


Report  of   the   Commission  on   Reorganization 
of   State  Government 

Introduction 

This  is  a  series  of  three  reports.  As  we  pointed  out  in  our 
introductory  report  describing  our  organization  and  methods  of 
research,  we  have  made  two  types  of  studies.  In  some  areas  of 
state  government,  such  as  that  of  Finance  and  Fiscal  Control, 
v/e  have  examined  thoroughly  the  organization  and  functioning 
of  every  state  agency  involved.  In  other  areas  we  have  exam- 
ined only  certain  problems  which  seemed  to  merit  immediate 
consideration,  without  attempting  to  make  a  complete  study  of 
the  entire  area.  All  three  of  the  reports  presented  here  are 
products  of  the  latter  type  of  study.  In  the  area  of  Agricul- 
ture, we  have  considered  in  detail  whether  there  is  a  present 
need  for  a  number  of  smaller  agencies  apart  from  the  State 
Department  of  Agriculture  and  North  Carolina  State  College 
of  Agriculture  and  Engineering.  In  the  area  of  Labor,  we  have 
considered  in  detail  the  possible  duplication  of  industrial  safety 
activities  of  three  state  agencies.  In  the  area  of  Business  Regu- 
lation we  have  considered  in  detail  the  problems  resulting  from 
the  performance  of  building  regulation  and  inspection  functions 
by  a  variety  of  state  agencies.  In  each  of  these  areas  there  are 
other  problems  which  we  have  left  for  later  consideration. 
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AGRICULTURE 
Agencies  Dealt  With 

1.  Board  of  Farm  Crop  Seed  Improvement 

2.  Crop  Pest  Commission 

3.  North  Carolina  Tobacco  Commission 

4.  State  Board  of  Rural  Rehabilitation 

5.  State  Marketing  Authority 

Explanation  of  Findings  and  Recommendations 

The  Commission  directed  its  attention  in  the  field  of  agricul- 
ture to  the  problems  posed  by  a  number  of  state  agencies  created 
to  perform  functions  related  to  those  of  the  Department  of  Agri- 
culture and  N.  C.  State  College  of  Agriculture  and  Engineering. 
In  studying  these  agencies  we  found  that  some  of  them  had 
never  functioned,  that  some  had  ceased  to  function,  and  that 
others  could  function  more  economically  and  more  efficiently  as 
integral  parts  of  the  Department  of  Agriculture  or  of  State 
College.  In  each  case  we  tried  to  ascertain  the  reasons  for 
creating  these  agencies  separately  in  the  first  place  and  then  to 
determine  whether  these  reasons  were  still  valid. 

On  the  basis  of  these  determinations,  we  have  decided  that 
changes  should  be  made  with  respect  to  five  of  these  small  agen- 
cies. A  discussion  of  our  consideration  of  these  agencies  fol- 
lows : 

1.  BOARD  OF  FARM  CROP  SEED  IMPROVEMENT.  This 
Board  was  created  in  1929  to  regulate  and  assist  in  the  produc- 
tion and  distribution  of  pure  bred  farm  seeds.  It  is  composed 
of  the  Governor,  the  Commissioner  of  Agriculture,  and  the  Dean 
of  the  School  of  Agriculture  of  N.  C.  State  College.  At  the 
same  time  a  Farm  Crop  Seed  Improvement  Division  was  created 
in  the  Agricultural  Extension  Service  of  State  College,  and  a 
private  corporation,  the  North  Carolina  Farm  Crop  Improve- 
ment Association,  was  authorized  to  foster  the  development, 
certification,  and  distribution  of  pure  seeds.  The  Board  of  Farm 
Crop  Seed  Improvement  was  to  supervise  these  agencies.  Wc 
found  that  the  Board  of  Farm  Crop  Seed  Improvement  had 
never  met  and  does  not  function.  However,  the  Agricultural 
Experiment  Station  at  State  College,  the  Seed  Testing  Division 
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of  the  Department  of  Agriculture,  and  the  North  Carolina  Farm 
Crop  Improvement  Association  are  carrying  on  an  active  pro- 
gram in  this  field. 

The  point  of  chief  concern  to  the  Commission  is  the  extent 
to  which  the  program  has  been  taken  over  by  the  Farm  Crop 
Improvement  Association  v^ithout  close  state  regulation.  Under 
the  law,  the  Association  controls  not  only  who  may  receive  and 
grow  purebred  seeds  (produced  by  the  Experiment  Station  and 
tested  by  the  Seed  Testing  Division)  but  also  what  price  they 
must  pay  for  the  seeds  and  what  price  they  may  charge  for  the 
seeds  on  resale.  It  is  relatively  free  of  state  control,  except 
that  the  salary  of  its  director  and  a  part  of  the  salaries  of  some 
of  its  inspectors  are  paid  from  state  funds.  Although  there 
apparently  has  been  no  abuse  of  its  powers,  there  is  a  definite 
danger  in  the  present  more  or  less  unregulated  status  of  the 
Association.  -^ 

To  give  the  state  some  real  control  of  these  activities,  we 
recommend  that  the  Board  of  Farm  Crop  Seed  Improvement  be 
reconstituted  with  a  new  membership  as  follows:  the  Commis- 
sioner of  Agriculture,  the  head  of  the  Seed  Testing  Division  of 
the  Department  of  Agriculture,  the  Dean  of  Agriculture  of  N.  C. 
State  College,  the  Director  of  N.  C.  Agricultural  Experiment 
Station,  and  the  President  of  the  N.  C.  Farm  Crop  Improve- 
ment Association.  We  believe  that  inclusion  on  the  Board  of 
the  Department  of  the  Agriculture  and  Experiment  Station  of- 
ficials most  intimately  familiar  with  the  program  and  the  presi- 
dent of  the  Association  will  insure  competent  regulation  while 
preserving  the  close  cooperation  between  state  agencies  and  the 
Association  which  is  essential  to  the  program. 

2.  CROP  PEST  COMMISSION.  The  Crop  Pest  Commis- 
sion was  established  in  1897  to  promote  the  extermination  and 
to  prevent  the  introduction  and  dissemination  of  dangerous  in- 
sects, fungus  diseases,  and  weeds  which  might  affect  crops  in  the 
state.  As  originally  constituted,  its  members  were  the  Commis- 
sioner of  Agriculture,  the  Director  of  the  Agricultural  Experi- 
ment Station,  and  the  President  of  the  State  Horticultural  So- 
ciety. In  1909  the  General  Assembly  provided  that  the  Board 
of  Agriculture  should  be  the  Crop  Pest  Commission,  and  in  ad- 
dition it  specifically  granted  to  the  Board  each  power  and  duty 
formerly  granted  to  the   Commission.     We  therefore  see  no 


I 


Agriculture  7 

need  for  continued  reference  to  the  Crop  Pest  Commission  in 
the  General  Statutes,  and  recommend  the  minor  statutory 
changes  necessary  to  remove  such  reference. 

3.  NORTH  CAROLINA  TOBACCO  COMMISSION.  When 
the  fate  of  the  federal  tobacco  regulation  program  became 
shrouded  in  doubt  in  the  late  1930's,  the  Tobacco  Commission 
was  created  as  a  contingent  reserve  to  take  over  if  the  federal 
program  collapsed.  The  Commission  was  given  all  powers  and 
duties  necessary  for  the  establishment  of  a  tobacco  planting 
quota  system  and  for  the  regulation  of  the  production  and  sale 
of  tobacco  in  North  Carolina.  Its  powers  were  contingent,  how- 
ever, upon  the  signing  of  interstate  compacts  with  each  of  the 
tobacco  producing  states.  Since  the  federal  program  survived 
the  crisis  and  soon  became  a  firmly  established  fixture  of  the 
tobacco  business,  no  compacts  were  ever  signed,  and  the  Tobacco 
Commission  has  never  operated.  There  is  little  likelihood  that 
need  for  state  regulation  of  tobacco  production  will  appear  in 
the  foreseeable  future,  and  should  that  eventuality  arise,  there 
are  strong  indications  that  changing  conditions  in  the  tobacco 
industry  will  have  rendered  the  law  creating  the  Tobacco  Com- 
mission obsolete.  For  these  reasons  we  recommend  that  this 
law  be  stricken  from  the  books. 

4.  STATE  BOARD  OF  RURAL  REHABILITATION.  This 
Board  was  created  in  1935  with  the  following  functions:  (a)  to 
study  rural  conditions  and  farm  tenancy  throughout  the  state 
to  determine  what  unhealthful  and  unsanitary  conditions  con- 
stitute a  menace  to  health  and  to  the  reasonable  comfort  of  citi- 
zens of  the  state,  (b)  to  prepare  programs  for  the  correction 
of  such  conditions,  (c)  to  collect  and  distribute  information  re- 
lating to  rural  development,  (d)  to  recommend  and  approve  the 
areas  within  which  the  construction  of  rural  community  proj- 
ects might  be  undertaken  by  rural  development  corporations, 
(e)  to  supervise  and  regulate  the  formation  and  operation  of 
rural  development  corporations,  and  (f )  to  cooperate  with  local 
officials  and  planning  commissions  in  the  development  of  proj- 
ects under  consideration. 

Conceived  as  a  depression  relief  agency,  the  Board  was  ex- 
pected to  work  primarily  through  rural  development  corpora- 
tions. No  such  corporations  have  ever  been  formed.  The  Board 
has  never  been  appointed.    And  the  need  for  either  the  corpora- 
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tions  or  the  Board  has  apparently  disappeared.  Should  the  need 
for  some  sort  of  rural  rehabilitation  agency  or  program  recur, 
the  1935  Rural  Rehabilitation  Law  and  the  Board  it  created 
would,  in  all  probability,  be  obsolete.  We  therefore  recommend 
that  this  law  be  stricken  from  the  books. 

5.  STATE  MARKETING  AUTHORITY.  This  Authority 
was  created  in  1941  as  a  means  of  providing  adequate  wholesale 
marketing  facilities  for  farmers  throughout  the  state.  It  con- 
sists of  the  Board  of  Agriculture  and  the  Commissioner  of  Agri- 
culture as  chairman.  The  Authority  was  apparently  created 
as  a  separate  agency  so  as  to  avoid  placing  the  Department  of 
Agriculture  in  the  proprietary  role  of  a  wholesale  market  owner 
and  operator  and  so  as  to  make  clear  that  the  state's  credit  was 
not  involved  in  the  issuance  of  the  revenue  bonds  with  which 
the  Authority  financed  the  acquisition  of  warehouse  and  market- 
ing facilities  where  adequate  private  facilities  were  not  avail- 
able. 

For  a  period  of  three  or  four  years  following  its  creation, 
the  Authority  operated  vigorously  but  with  no  large  degree  of 
success.  By  1945  its  operations  had  terminated,  for  all  prac- 
tical purposes,  and  they  have  not  since  been  revived.  Since  that 
time  all  marketing  assistance  offered  to  the  farmers  of  the  state 
has  been  handled  by  the  Markets  Division  of  the  Department  of 
Agriculture,  which  has  powers  roughly  coextensive  with  those 
of  the  Authority  in  most  matters  other  than  the  actual  acquisi- 
tion and  operation  of  wholesale  markets. 

We  recommend  that  this  Authority  be  abolished,  together 
with  such  of  its  powers  and  duties  as  are  not  essential  to  present 
cr  proposed  operations  of  the  Markets  Division  of  the  Depart- 
ment of  Agriculture;  any  powers  and  duties  found  essential  in 
the  future  should  be  granted  directly  to  the  Board  of  Agricul- 
ture. 

Recommendations 

Immediately  below  are  recommendations  which  we  believe 
will,  if  adopted,  clarify  the  administration  of  the  state's  pro- 
gram in  the  field  of  agriculture.  Drafts  of  proposed  legislation 
to  effect  these  recommendations  have  been  prepared  and  will  be 
submitted  to  the  1955  General  Assembly. 
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I,  We  recommend  that  the  membership  of  the  board  of 
Farm  Crop  Seed  Improvement  be  revised  to  include  the 
Commissioner  of  Agriculture,  the  head  of  the  seed  test- 
ing division  of  the  Department  of  Agriculture,  the  dean 
of  the  School  of  Agriculture  of  N.  C.  State  College,  the 
director  of  the  N.  C.  Agricultural  Experiment  Station, 
and  the  president  of  the  N.  C.  Farm  Crop  Improvement 
Association. 

II.     We  recommend  that  the  Crop  Pest  Commission  be  abol- 
ished. 

III.  We  recommend  that  the  North  Carolina  Tobacco  Com- 
mission be  abolished. 

IV.  We  recommend  that  the  State  Board  of  Rural  Rehabilita- 
tion be  abolished. 

V.    We  recommend  that  the  State  Marketing  Authority  be 
abolished. 


INDUSTRIAL  SAFETY  ACTIVITIES 
Agencies  Dealt  With 

1.  Department  of   Labor    (consideration   limited  to   industrial 
safety  activities) 

2.  Industrial  Commission    (consideration  limited  to  industrial 
safety  activities) 

3.  State  Board  of  Health    (consideration  limited  to  industrial 
safety  activities) 

Introduction 

The  Commission's  study  of  the  industrial  safety  activities  of 
North  Carolina  state  government  revealed  that  three  agencies 
are  presently  active  in  the  area  of  industrial  safety.  These 
agencies  include  the  Department  of  Labor,  the  Industrial  Com- 
mission, and  the  State  Board  of  Health.  The  Department  of 
Labor,  under  the  Commissioner  of  Labor,  inspects  all  places  of 
industrial  and  com.mercial  employment  and  enforces  the  laws 
relating  to  the  safety  and  well-being  of  labor.  The  Industrial 
Commission,  a  separate  and  independent  unit  of  the  Depart- 
ment of  Labor,  administers  the  provisions  of  the  Workmen's 
Compensation  Act.  The  Engineering  Division  of  the  State 
Board  of  Health  inspects  industrial  establishments  and  collects 
and  analyzes  dust  samples  for  the  purpose  of  determining  those 
employments  subject  to  the  hazards  of  asbestosis  and/or  sili- 
cosis. The  Industrial  Hygiene  Division  of  the  State  Board  of 
Health  makes  chemical  and  X-ray  examinations  of  employees 
working  in  hazardous  employment. 

Explanation  of  Findings  and  Recommendations 

INDUSTRIAL  COMMISSION 

The  factory  and  retail  establishment  inspection  program  of 
the  Department  of  Labor  and  Printing  was  the  state's  only  ef- 
fort to  promote  industrial  safety  when  the  Industrial  Commis- 
sion was  established  in  1929.  In  less  than  eighteen  months  the 
Industrial  Commission  developed  a  varied  safety  program.  This 
program  is  presently  the  responsibility  of  the  five-member 
safety  division  of  the  Industrial  Commission.  The  safety  divi- 
sion offers  its  services  to  employers  in  organizing  plant  safety 
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committees,  teaching  courses  in  first-aid,  and  teaching  a  ten- 
hour  accident  prevention  course.  The  safety  division  cooperates 
with  the  eight  regional  safety  councils,  promotes  industry-v^ide 
sax'ety  contests  in  the  six  largest  industries  of  the  state  (firms 
or  plants  compete  against  firms  of  approximately  the  same  size 
in  the  same  industry) ,  and  sponsors  the  annual  state- wide  safety 
conference.  The  safety  division  operates  a  lending  library  of 
safety  films,  publishes  a  monthly  safety  bulletin,  and  distributes 
reports  of  the  state-wide  safety  contests. 

We  found  that  the  Industrial  Commission  annually  compiles 
and  publishes  statistics  on  the  total  number  of  industrial  acci- 
dents and  the  extent  of  occupational  diseases  in  North  Carolina. 
Because  the  Workmen's  Compensation  forms  do  not  indicate 
which  accidents  involve  lost-time  and  do  not  include  the  total 
man-hours  worked  in  each  plant  in  which  an  accident  occurred, 
the  data  collected  cannot  be  used  to  determine  frequency  rates 
and  so  is  of  reduced  value  in  promotional  safety  work.  In  order 
to  obtain  frequency  rates  to  use  in  their  promotional  safety 
work,  the  safety  division  of  the  Industrial  Commission  requires 
every  participant  in  one  of  its  safety  contests  to  submit  quar- 
terly reports  of  the  number  of  lost-time  accidents  and  of  the 
total  man-hours  worked  during  the  quarter. 

DEPARTMENT  OF  LABOR 

We  found  the  factory  and  retail  establishment  inspection 
program  to  be  the  heart  of  the  industrial  safety  work  of  the 
Department  of  Labor.  The  inspectors  of  the  department  in- 
spect every  industrial  and  mercantile  establishment  in  the  state 
at  least  once  each  year.  The  industrial  safety  inspectors  spend 
most  of  their  time  inspecting  machines  and  working  conditions, 
improper  ventilation  and  lighting,  unsanitary  and  inadequate 
toilet  facilities,  and  to  a  lesser  degree  violations  of  the  laws 
governing  the  employment  of  women  and  children  and  of  the 
Maximum  Hour  Law.  Other  groups  of  Labor  Department  in- 
spectors inspect  boilers,  elevators,  mines,  and  quarries.  Detail 
investigations  of  complaints  of  violations  of  the  Fair  Labor 
Standards  Act  are  performed  by  a  separate  group  of  inspectors 
who  specialize  in  that  type  of  investigation.  The  importance  of 
safety  inspection  in  the  work  of  the  Department  of  Labor  is  em- 
phasized by  the  fact  that  thirty  of  the  department's  ninety-eight 
employees  are  actively  engaged  in  safety  inspection  work. 
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In  addition  to  the  inspection  work  of  the  Department  of 
Labor,  a  safety  section  consisting  of  three  employees  devotes 
its  full  time  to  safety  promotion  work.  The  work  of  this  sec- 
tion began  during  World  War  II  in  cooperation  with  the  federal 
Department  of  Labor's  manpower  conservation  program.  The 
safety  section,  working  closely  with  the  23-member  manpower 
conservation  advisory  board,  has  secured  the  inclusion  of  an 
undergraduate  course  in  safety  in  the  N.  C.  State  College  cur- 
riculum and  has  promoted  an  annual  three-day  industrial  safety 
institute  for  supervisory  employees. 

The  safety  section  has  also  continued  the  safety  awards  pro- 
gram initiated  as  a  part  of  the  federal  manpower  conservation 
program.  Every  plant  which  reduces  its  accident  frequency 
rate  forty  per  cent  or  more  during  a  calendar  year,  operates  for 
a  year  without  any  lost-time  accidents,  or  operates  with  an  ac- 
cident rate  seventy-five  per  cent  or  more  below  the  state  average 
is  eligible  for  the  department's  certificate  of  safety  achievement. 
Local  chambers  of  commerce  have  cooperated  with  the  Depart- 
ment of  Labor  in  sponsoring  public  meetings  throughout  the 
state  at  which  the  awards  are  presented. 

The  safety  section  of  the  Department  of  Labor  also  calculates 
individual  frequency  rates  for  each  firm  and  each  industry  in 
the  state.  The  data  required  to  calculate  frequency  rates  is 
taken  from  the  annual  inspection  reports  completed  by  the  state 
inspectors  when  they  make  their  inspections.  Although  the 
Industrial  Commission  prepares  frequency  rates  for  firms  enter- 
ing their  safety  contests,  the  Department  of  Labor  is  the  only 
source  of  complete  accident  frequency  rate  information  for  all 
the  industrial  firms  in  North  Carolina. 

STATE  BOARD  OF  HEALTH 

G.S.  97-76  directs  the  Industrial  Commission  to  make  inspec- 
tions of  employment  for  the  purpose  of  ascertaining  whether 
such  employments  are  subject  to  the  hazards  of  asbestosis  and/or 
silicosis.  Since  the  enactment  of  these  occupational  disease 
provisions  in  1935,  the  responsibilities  of  the  Industrial  Com- 
mission as  to  occupational  diseases  have  been  carried  out  by 
divisions  of  the  State  Board  of  Health  on  a  contract  basis. 

Employees  of  the  Board  of  Health  collect  dust  samples  in 
industrial  plants  and  in  mines  and  examine  employees  working 
in  industries  where  asbestosis  and  silicosis  are  hazards.      Be- 
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cause  federal  funds  became  available  for  state  industrial  health 
work  and  because  these  funds  would  not  be  available  to  the 
Industrial  Commission  as  its  employees  were  not  subject  to  the 
Merit  System,  the  1953  General  Assembly  directed  the  Indus- 
trial Hygiene  Division  of  the  State  Board  of  Health  to  carry  out 
all  the  provisions  of  the  Workmen's  Compensation  Act  as  to 
occupational  disease  work  under  the  direction  and  supervision 
of  the  Industrial  Commission.  This  1953  act  formalized  a  work- 
ing relationship  which  had  been  followed  for  many  years. 

Points  of  Special  Concern  to  the  Commission 

1.    Duplication  of  Industrial  Safety  Profnotion  and  Statistical 
Activities. 

We  found  that  the  Department  of  Labor  is  authorized  by 
statute  to  perform  five  functions  related  to  industrial  safety'. 
The  department  (1)  inspects  factories,  mercantile  establish- 
ments, mines,  elevators,  and  boilers,  (2)  promulgates  safety 
rules  and  regulations  pertaining  to  working  conditions  and  oc- 
cupational diseases,  (3)  enforces  safety  rules  and  factory  laws, 
(4)  conducts  research  contributing  to  the  health  and  safety  of 
employees,  and  (5)  collects  and  publishes  statistical  informa- 
tion relating  to  employment,  hours,  wages,  and  conditions  of 
labor. 

We  found  that  the  Industrial  Commission  is  authorized  by 
statute  to  perform  four  functions  related  to  industrial  safety. 
The  commission  is  responsible  for  (1)  inspecting  employments 
subject  to  the  hazards  of  asbestosis  and  silicosis,  (2)  making 
studies  and  investigations  with  respect  to  safety  provisions  and 
the  causes  of  injuries,  (3)  making  recommendations  to  em- 
ployers for  preventing  injuries  and  occupational  diseases,  and 
(4)   tabulating  and  publishing  accident  data. 

The  above  enumeration  of  the  principal  safety  functions  of 
the  Department  of  Labor  and  the  Industrial  Commission  indi- 
cates that  both  agencies  are  legally  responsible  for  (1)  inspec- 
tion, (2)  research,  (3)  safety  promotion,  and  (4)  reporting 
industrial  accident  data. 

As  to  industrial  safety  inspection  work,  the  inspection  re- 
ft   sponsibilities  of  the  Industrial  Commission  are  performed  by  the 
State  Board  of  Health  under  the  supervision  of  the  Industrial 
Commission.    Although  the  Labor  Department  factory  and  mine 
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inspectors  working  in  the  areas  where  asbestos  plants  and  min- 
ing operations  are  located  might  be  trained  to  take  dust  samples 
as  a  part  of  their  routine  inspections,  the  X-raying  of  employees 
working  in  industries  where  asbestosis  and  silicosis  are  hazards 
would  seem  to  be  a  medical  problem  which  should  be  handled 
exclusively  by  the  Board  of  Health. 

As  to  industrial  safety  research  work,  both  the  Department 
of  Labor  and  the  Industrial  Commission  have  legal  authoriza- 
tion to  conduct  research  with  respect  to  the  health  and  safety  of 
industrial  employees.  This  would  appear  to  be  a  clear  duplica- 
tion or  overlapping  of  authority.  In  actual  practice,  the  De- 
partment of  Labor  has  been  active  in  this  field  and  the  Indus- 
trial Commission  has  confined  its  efforts  to  safety  education  and 
promotion.  At  present  the  Industrial  Commission  does  not  have 
a  staff  qualified  to  conduct  research  in  the  engineering  and 
production  problems  which  cause  industrial  accidents,  and  they 
have  no  immediate  plans  of  entering  this  research  field. 

It  would  appear  that  officials  of  both  agencies  agree  that 
there  is  an  overlapping  of  legal  authority  to  conduct  industrial 
safety  research  work  but  no  actual  duplication  of  industrial 
safety  research  work  at  the  present  time. 

As  to  safety  promotion  and  accident  reporting,  we  have  found 
both  the  Department  of  Labor  and  the  Industrial  Commission 
actively  engaged  in  safety  promotion  work  and  in  reporting 
industrial  accident  data.  The  Industrial  Commission  is  author- 
ized to  make  recommendations  to  employers  for  preventing  in- 
juries and  occupational  diseases.  Although  the  Department  of 
Labors'  authorization  is  less  specific,  the  department  undoubt- 
edly has  legal  authority  to  do  safety  promotion  work  as  a  part 
of  its  authority  to  promulgate  safety  rules  and  regulations  and 
enforce  safety  rules  and  factory  laws. 

We  have  studied  the  overlapping  of  safety  promotion  and 
accident  reporting  activities  of  the  Industrial  Commission  and 
the  Department  of  Labor.  We  believe  that  the  employees  of 
both  agencies  have  been  doing  commendable  work.  As  a  result 
of  their  efforts,  an  increasing  number  of  industrial  firms  and 
retail  establishments  have  developed  safety  programs.  It  if? 
probably  true  that  the  present  quality  and  quantity  of  work  in 
this  area  could  not  have  been  achieved  if  all  industrial  safety 
work  had  been  the  responsibility  of  a  single  agency. 
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However,  we  believe  that  these  safety  programs  have  now 
reached  a  state  of  maturity  when  normal  growth  will  increase 
the  overlapping  of  functions,  will  increase  interagency  rivalry, 
and  will  increase  public  confusion.  We  believe  that  common 
sense  requires  the  coordination  of  the  safety  field  activities  of 
the  Industrial  Commission  and  the  Department  of  Labor.  The 
need  for  safety  work  is  so  great  and  the  financial  support  for 
this  work  is  so  limited  that  the  State  of  North  Carolina  cannot 
afford  the  safety  promotional  representatives  of  one  state  agency 
even  unintentionally  following  the  safety  promotional  repre- 
sentatives of  a  second  state  agency  around  the  state. 

Other  consequences  of  the  failure  to  coordinate  the  safety 
promotion  activities  of  the  Industrial  Commission  and  the  De- 
partment of  Labor  have  been  the  collection  of  duplicating  acci- 
dent data  and  the  failure  to  exchange  accident  data  as  regularly 
or  as  quickly  as  possible. 

The  1931  General  Assembly  evidently  recognized  a  duplica- 
tion of  effort  in  the  safety  promotional  and  statistical  functions 
of  the  Industrial  Commission  and  the  newly  established  Depart- 
ment of  Labor.  In  that  year  the  General  Assembly  enacted  G.S. 
95-10  which  provided  that  subject  to  the  approval  of  the  Gov- 
ernor, such  adjustments  shall  be  made  in  the  statistical  and  in- 
spection work  of  the  Industrial  Commission  and  the  Depart- 
ment of  Labor  as  the  Commissioner  of  Labor,  with  the  advice 
of  the  Industrial  Commission  and  the  heads  of  the  divisions  di- 
rectly concerned,  may  prescribe. 

This  statutory  provision  was  permissive  rather  than  manda- 
tory. As  the  safety  programs  of  both  agencies  were  cut  during 
the  depression,  the  need  for  coordinating  them  was  evidently 
reduced  or  forgotten.  This  procedure  for  coordinating  the  safety 
promotion  efforts  of  the  two  agencies  has  not  been  used  even 
though  the  safety  programs  now  appear  to  overlap. 

Although  the  safety  promotional  work  of  the  Industrial  Com- 
mission has  greatly  improved  the  safety  consciousness  of  North 
Carolina  industry,  we  doubt  the  wisdom  of  placing  the  responsi- 
bility for  the  state's  entire  industrial  safety  promotion  program 
in  the  Industrial  Commission  for  two  reasons.  First,  the  In- 
dustrial Commission  is  to  a  great  extent  a  quasi-judicial  and  a 
quasi-legislative  body.  The  commission  is  responsible  for  mak- 
ing rules  for  carrying  out  the  Workmen's  Compensation  Act, 
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for  conducting  hearings,  and  for  awarding  compensation  to  in- 
jured employees  covered  by  the  act.  The  size  of  the  commis- 
sion, the  judicial  nature  of  its  work,  as  well  as  the  heavy  pres- 
sure of  the  growing  backlog  of  undecided  cases,  would  indicate 
that  as  far  as  possible  the  Industrial  Commission  should  be  re- 
lieved of  all  strictly  administrative  or  supervisory  functions. 

Second,  we  believe  that  the  Department  of  Labor's  inspectors 
who  visit  every  industrial  firm  in  the  state  at  least  once  a  year 
are  a  vital  part  of  the  state's  safety  promotion  effort.  We  doubt 
the  wisdom  of  trying  to  separate  safety  inspection  and  safety 
promotion  work.  We  also  doubt  the  wisdom  of  trying  to  sepa- 
rate safety  research  and  safety  promotion  work. 

Although  we  do  not  believe  the  transfer  of  all  the  industrial 
safety  promotion  work  to  the  Department  of  Labor  would  permit 
a  reduction  of  the  state's  appropriation  for  this  important  work, 
we  believe  that  such  a  transfer  will  result  in  less  overlapping 
of  jurisdiction,  less  duplication  of  effort,  greater  efficiency,  and 
a  more  effective  safety  promotion  program  for  the  industrial 
firms  of  the  state. 

2.    Should  the  Industrial  Commission  he  ivithin  the  Department 
of  Labor? 

G.S.  95-10  provides  that  the  Industrial  Commission  shall  be 
a  separate  and  independent  unit  of  the  Department  of  Labor. 
We  have  found  the  Industrial  Commission  to  be  a  part  of  the 
Department  of  Labor  in  name  only.  There  is  no  coordination 
of  the  administrative  or  housekeeping  functions  of  the  two  agen- 
cies at  the  present  time  by  the  Commissioner  of  Labor.  Because 
of  the  judicial  Dature  of  the  work  of  the  Industrial  Commission, 
we  believe  that  the  statute  requiring  the  Industrial  Commission 
to  be  a  part  of  the  Department  of  Labor  should  be  repealed.  The 
repeal  of  this  statutory  provision  will  not  alter  the  present  rela- 
tionships but  will  clarify  the  legal  basis  of  the  relations  between 
the  Industrial  Commission  and  the  Department  of  Labor. 

Recommendations 

L  We  recommend  that  the  safety  promotion  work  of  the 
safety  division  of  the  Industrial  Commission  be  trans- 
ferred to  the  Department  of  Labor. 

IL  We  recommend  the  repeal  of  the  statute  requiring  the 
Industrial  Commission  to  be  a  unit  of  the  Department  of 
Labor. 


BUILDING  REGULATION  AND  INSPECTION 
Agencies  Dealt  With 

1.  Department   of   Insurance    (consideration    limited   here   to 
building  regulation  activities) 

2.  Building  Code  Council 

3.  State  Board  of  Health  (consideration  limited  here  to  build- 
ing regulation  activities) 

4.  Medical   Care   Commission    (consideration   limited   here   to 
building  regulation  activities) 

5.  Department  of  Labor  (consideration  limited  here  to  build- 
ing regulation  activities) 

6.  Board  of  Boiler  Rules 

7.  Department  of  Agriculture    (consideration  limited  here  to 
building  regulation  activities) 

8.  Department   of   Public   Instruction    (consideration   limited 
here  to  building  regulation  activities) 

9.  State  Board  of  Education    (consideration   limited  here  to 
building  regulation  activities) 

10.  Budget  Bureau  (consideration  limited  here  to  building  regu- 
lation activities) 

11.  Board    of    Public    Buildings    and    Grounds    (consideration 
limited  here  to  building  regulation  activities) 

12.  Memorials  Commission. 

Explanation  of  Findings  and  Recommendations 

North  Carolina  entered  the  field  of  building  regulation  v^ith 
a  series  of  more  or  less  disconnected  measures.  As  a  problem 
v^ould  arise,  the  General  Assembly  would  enact  a  law  dealing 
with  it.  Thus,  it  prohibited  wooden  chimneys,  provided  for  the 
establishment  of  ''fire  limits"  inside  cities  within  which  no 
wooden  buildings  could  be  erected,  required  certain  types  of  fire 
exits  from  all  buildings,  and  regulated  the  interior  construction 
of  theaters  and  hotels — all  for  the  purpose  of  lessening  fire 
danger.  It  enacted  laws  regulating  the  storage  of  explosives 
and  later  of  explosive  gases,  together  with  regulations  of  steam 
and  hot  water  boilers.  It  provided  for  the  construction  of 
buildings  which  would  be  safe  against  the  danger  of  structural 
collapse.  It  enacted  measures  for  the  protection  of  the  public 
health  which  affected  the  construction  of  buildings.  It  regu- 
lated the  installation  of  elevators  and  similar  facilities  whose 
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operation  might  become  dangerous.  Apparently  no  considera- 
tion was  given  in  the  usual  case  to  the  effect  of  any  one  of  these 
laws  upon  related  ones. 

Similarly,  when  the  General  Assembly  began  to  allocate  en- 
forcement duties  for  these  laws  among  various  state  and  local 
agencies  in  the  latter  half  of  the  19th  century,  it  followed  a 
particularized  approach.  It  was  more  apt,  for  example,  to  con- 
sider how  a  function  such  as  plumbing  inspection  might  further 
the  health  program  of  the  State  Board  of  Health  or  how  fire  in- 
spections might  further  the  program  of  the  Department  of  In- 
surance than  it  was  to  consider  how  these  functions  might  fit 
together  into  an  overall  building  regulation  program. 

As  a  result  of  this  type  of  growth,  when  the  Commission 
began  its  studies  we  found  that  a  total  of  12  state  agencies  were 
directly  concerned  with  building  regulation  and  inspection,  in 
addition  to  the  General  Assembly  itself,  cities,  counties,  sani- 
tary districts,  local  boards  of  health,  and  six  professional  li- 
censing boards  controlling  the  qualifications  of  members  of  the 
construction  industry. 

Types  of  Regulation 

1.  Agencies  promulgating  building  regulations. 

Six  state  agencies  have  been  empowered  to  promulgate  var- 
ious types  of  building  regulations : 

Building  Code  Council   (State  Building  Code) 

State  Board  of  Health  (plumbing  codes  of  the  State  Building  Code; 
sanitation  requirements  for  hotels,  cafes,  restaurants,  tourist  homes, 
tourist  camps,  summer  camps,  lunch  and  drink  stands,  sandwich 
manufacturing  establishments,  private  hospitals,  sanitariums,  and 
educational  institutions;   privy  regulations) 

Medical  Care  Commission   (hospital  construction  regulations) 

Board  of  Boiler  Rules  (regulations  for  the  installation  of  steam  and  hot 
water  boilers) 

Department  of  Labor   (regulations  for  the  installation  of  elevators) 

Department  of  Agriculture  (regulations  for  the  installation  of  storage 
facilities  for  liquefied  petroleum  gas  and  liquid  commercial  fer- 
tilizer, tobacco-curing  heating  units) 

2.  Agencies  approving  plans. 
a.  Private  construction. 

Four  state  agencies  pass  upon  the  plans  for  private  construc- 
tion of  various  types : 
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Department  of  Insurance  (buildings  under  State  Building  Code,  hotels, 
fire  exits  of  various  buildings,  wooden  buildings  within  municipal 
fire   limits) 

State  Board  of  Health  (plumbing  of  buildings  under  State  Building 
Code;  plumbing  of  hotels,  restaurants,  schools,  hospitals,  etc.;  privies 
in  certain  locations;  used  plumbing  fixtures) 

Department  of  Labor  (elevators,  boilers) 

Department  of  Agriculture  (storage  facilities  for  liquified  petroleum 
gas  and  liquid  commercial  fertilizer,  tobacco-curing  heating  units) 
b.  Public  construction. 

Seven  state  agencies  pass  upon  plans  for  one  or  more  types 
of  public  buildings : 

Department  of  Insurance  (all  state,  county,  city,  or  public  school  build- 
ings) 

State  Board  of  Health  (all  state  buildings,  city  or  county  jails  or 
prison  camps,  city  or  county  tuberculosis  hospitals,  public  school 
privies) 

Medical  Care  Commission   (hospitals) 

Department  of  Public  Instruction    (public  schools) 

Budget  Bureau   (all  state  buildings) 

Board  of  Public  Buildings  and  Grounds   (state  buildings  in  Raleigh) 

Memoinals  Commission  (memorial  structures  on  state  property  or  built 
with  state  funds) 

3.    Agencies  making  periodic  inspections. 

Five  state  agencies  make  periodic  inspections  to  locate  and 
correct  unsafe  or  unhealthf ul  conditions : 

Department  of  Insurance  (fire  hazards  in  state  buildings  and  in  private 

buildings,  fire  exits,   hotel   safety) 
State   Board   of   Health    (sanitation    of   hotels,    restaurants,    hospitals, 

sanitariums,  educational  institutions,  privies,  etc.) 
State  Board  of  Education   (fire  hazards  in  buildings  covered  by  state 

school  fire  insurance  fund) 
Department  of  Labor   (boilers,  elevators) 
Department  of  Agriculture    (storage  facilities   for   liquefied   petroleum 

gas) 

Points  of  Special  Concern  to  the  Commission 

1.  The  state's  complicated  and  difficult-to-locate  building 
laws.  The  building  laws  of  the  state  are  presently  scattered 
through  eleven  chapters  of  the  General  Statutes;  the  rules  and 
regulations  adopted  by  the  Building  Code  Council,  State  Board 
of  Health,  Board  of  Boiler  Rules,  Department  of  Labor,  and  De- 
partment of  Agriculture;  and  the  ordinances,  resolutions,  rules, 
and  regulations  of  County  Commissioners,  County  Boards  of 
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Health,  City  Councils,  and  Sanitary  District  Boards.  Many  of 
these  laws  are  in  conflict  with  one  another,  confusing  as  to  which 
is  applicable,  or  overlapping  in  their  coverage.  Serious  doubts 
have  been  expressed  as  to  whether  or  not  the  present  State 
Building  Code  was  legally  adopted.  Throughout  the  field  it  is 
evident  that  there  has  been  no  over-all  policy  as  to  what  the 
state  should  regulate  and  as  to  how  it  should  promulgate  its 
regulations. 

For  example,  the  state  building  law  adopted  in  1905  is  still 
in  the  General  Statutes,  although  some  of  its  provisions  are  in 
conflict  with  the  State  Building  Code  (adopted  by  the  Building 
Code  Council  in  1936,  ratified  by  the  General  Assembly  in  1941, 
and  extensively  revised  by  the  Council  in  1953).  The  two  laws 
are  not  congruent  in  their  coverage.  The  1905  law  applies  to 
all  types  of  buildings  in  every  town  over  1,000  and  to  smaller 
towns  whose  City  Councils  by  resolution  adopt  it;  the  State 
Building  Code  applies  both  inside  and  outside  of  town,  but  it 
exempts  dwellings  and  farm  buildings  from  its  coverage.  The 
State  Building  Code  is  superseded,  apparently,  by  municipal 
building  codes  ''which  are  more  rigid,  stringent  and  exacting 
than  the  'North  Carolina  Building  Code',"  but  there  is  no 
mechanism,  other  than  the  courts,  for  determining  which  codes 
meet  this  test.  There  are  elevator  regulations  both  in  the  State 
Building  Code  and  in  the  Department  of  Labor's  Safety  Code  for 
Elevators,  Dumbwaiters,  and  Escalators.  There  is  additional 
overlapping  in  the  state  laws  governing  fire  exits  and  between 
these  laws  and  the  State  Building  Code.  The  net  effect  of  all  of 
this  is  to  make  it  unduly  difficult  for  the  citizen  being  regulated 
(a)  to  locate  the  laws  with  which  he  must  comply  and  (b)  to 
determine  what  those  laws  require  of  him. 

2.  "Spotty''  enforcement  of  these  building  laws  by  state 
agencies.  Because  their  staffs  are  generally  too  small  to  meet 
the  responsibilities  laid  upon  them  by  the  building  laws,  many 
of  the  state  agencies  have  had  to  by-pass  some  of  these  re- 
sponsibilities. Some  agencies  have  been  able  to  extend  their 
coverage  somewhat  by  use  of  local  inspectors  or  by  licensing 
special  private  inspectors  to  make  a  part  of  their  inspections. 
'J'here  is  need  of  a  policy  determination  as  to  whether  the  staffs 
of  the  various  state  agencies  should  be  increased  or  a  greater 
part  of  their  statutory  functions  should  be  decentralized  to  local 
or  private  agencies. 
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To  illustrate  the  problem,  one  engineer  in  the  Insurance  De- 
partment is  charged  with  approving  the  plans  of  all  new  state 
buildings  and  with  making  annual  inspections  of  the  7,000-odd 
state  buildings  covered  by  the  state  fire  insurance  fund.  An- 
other is  charged  with  inspecting  the  plans  of  many  types  of  pri- 
vate buildings  erected  throughout  the  state,  including  all  those 
classified  under  the  State  Building  Code  as  ''public" 

(defined  as  "a  building  in  which  persons  congregate  for  civic,  political, 
educational,  religious,  social,  or  recreational  purposes;  including  among 
others,  armories,  assembly  halls,  auditoriums,  bath  houses,  bowling 
alleys,  churches,  city  halls,  club  rooms,  colleges,  court  houses,  dance 
halls,  exhibition  buildings,  grandstands,  gymnasiums,  lecture  halls,  li- 
braries, lodge  rooms,  motion  picture  theaters,  museums,  passenger  sta- 
tions, recreation  piers,  restaurants,  schools,  skating  rinks,  stadiums, 
theaters") 

or  "institutional" 

(defined  as  *'a  building  in  which  persons  are  harbored  to  receive  medi- 
cal, charitable  or  other  care  or  treatment,  or  in  which  persons  are  held 
or  detained  by  reason  of  public  or  civic  duty,  or  for  correctional  pur- 
poses; including  among  others,  asylums,  homes  for  the  aged,  hospitals, 
houses  of  correction,  infirmaries,  jails,  nurseries,  orphanages,  penal 
institutions,   reformatories,   sanitariums"), 

as  well  as  hotels  and  any  other  structures  designed  to  accommo- 
date 100  or  more  people.  In  addition,  he  and  another  engineer 
(whose  primary  duty  is  to  work  with  volunteer  fire  depart- 
ments) must  approve  the  erection,  alteration,  repair,  or  moving 
of  a  wooden  building  inside  the  fire  limits  of  any  city ;  they  must 
supervise  the  enforcement  of  the  state's  hotel  safety  laws;  and 
they  must  enforce  the  provisions  of  the  state  laws  pertaining 
to  fire  exits  and  fire  escapes.  They  may  be  called  upon  to  make 
inspections  of  fire  hazards  in  any  city,  inspections  of  private 
nursing  homes,  and  inspections  of  jails. 

The  Sanitary  Engineering  Division  of  the  State  Board  of 
Health  is  required  to  enforce  the  plumbing  regulations  of  the 
State  Building  Code.  No  budgetary  provision  has  ever  been 
made  for  the  addition  of  a  trained  plumbing  engineer  to  its  staff. 
It  is  rarely  consulted  concerning  the  requirements  of  the  code, 
and  it  ordinarily  limits  itself,  when  it  is  thus  called  upon,  to 
checking  a  few  major  points  of  the  proposed  plumbing  system 
which  might  affect  health. 

Two  elevator  inspectors  of  the  Department  of  Labor  have  the 
legal  duty  of  inspecting  some  20  new  elevator  installations  per 
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month  and  in  addition  inspecting  every  passenger  elevator  in 
the  state  at  least  once  every  three  months  and  every  freight 
elevator  at  least  once  every  six  months.  In  actual  practice,  they 
are  able  to  inspect  each  of  the  state's  4,000-odd  elevators  about 
once  every  two  years. 

In  the  Department  of  Agriculture,  one  man  is  charged  with 
inspecting  all  storage  facilities  in  the  state  for  liquefied  petro- 
leum gas,  and  another  is  charged  with  inspecting  similar  facili- 
ties for  liquid  commercial  fertilizer.  They  are  able  to  function 
only  on  a  ''spot  check"  basis. 

In  the  face  of  these  difficulties,  the  Department  of  Insurance 
has  informally  decentralized  a  great  deal  of  its  plan  approvals 
to  local  building  inspectors.  The  State  Board  of  Health  has 
decentralized  a  great  many  of  its  inspection  functions  to  the 
sanitary  inspectors  of  county  boards  of  health.  The  Bureau  of 
Boiler  Inspection  of  the  Department  of  Labor  has  licensed  some 
30  special  insurance  company  inspectors  to  make  a  part  of  its 
inspections. 

3.  Lack  of  coordination  among  the  state  agencies  tuhich  pass 
upon  plans.  We  found  few  instances  of  administrative  coordina- 
tion among  the  different  agencies  concerned  with  the  approval 
of  plans.  Such  coordination  would  be  to  the  advantage  of  the 
agencies  themselves,  which  apparently  miss  many  plans  which 
should  be  submitted  to  them.  In  addition,  we  believe  that  ar- 
rangements should  be  made  under  which  the  owner,  architect, 
or  builder  could  submit  a  single  set  of  plans  to  a  single  agency 
and  receive  approval  from  all  interested  state  agencies,  rather 
than  having  to  submit  his  plans  to  two  or  more  agencies  as  at 
present. 

Possible  Solutions 

As  a  means  of  solving  some  or  all  of  the  problems  we  found, 
we  considered  six  different  measures : 

1.  A  new  Building  Regulation  Department  might  be  created, 
with  all  the  personnel  and  duties  of  the  different  agencies  pres- 
ently concerned  with  building  regulation  and  inspection. 

2.  A  single  agency  (existing  or  new)  might  be  given  exclu- 
sive authority  to  promulgate  all  the  state's  building  regulations. 
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3.  A  single  agency  (existing  or  new)  might  be  given  exclu- 
sive authority  to  prepare  and/or  approve  plans  for  all  public 
buildings. 

4.  A  single  agency  (existing  or  new)  might  be  given  exclu- 
sive authority  to  approve  plans  for  all  types  of  private  construc- 
tion regulated  by  the  state. 

5.  A  single  agency  (existing  or  new)  might  be  given  exclu- 
sive authority  to  approve  installations  of  all  types  of  pressure 
vessels  (i.e.,  hot  water  boilers,  steam  boilers,  storage  containers 
for  liquefied  petroleum  gas,  storage  containers  for  liquid  com- 
mercial fertilizer). 

6.  A  single  agency  (existing  or  new)  might  be  given  exclu- 
sive power  to  make  inspections  for  the  state  fire  insurance 
fund  and  the  public  school  fire  insurance  fund. 

The  essential  feature  of  all  of  these  proposals,  except  the 
second,  would  be  to  consolidate  the  enforcement  personnel  of 
two  or  more  existing  agencies,  generally  to  accomplish  one  or 
both  of  the  following  objectives:  (a)  **one  stop"  service  for  the 
applicant  for  a  building  permit  and  (b)  more  flexibility  in  the 
use  of  technically  trained  personnel. 

We  considered  these  objectives  desirable,  but  we  also  noted 
that  most  of  these  proposals  would  run  a  risk  of  subordinating 
various  viewpoints  which  have  a  voice  under  the  existing  or- 
ganization. For  instance,  the  personnel  of  the  Insurance  De- 
partment are  primarily  concerned  with  matters  of  safety  and 
fire  prevention.  The  personnel  of  the  State  Board  of  Health  are 
primarily  concerned  with  matters  of  health.  The  personnel  of 
the  Budget  Bureau  are  primarily  concerned  with  economy  in 
construction  and  maintenance.  Personnel  of  other  departments 
similarly  reflect  the  views  of  their  departments.  It  would  be 
unfortunate  if  any  of  these  viewpoints  were  lost  in  the  course 
of  a  consolidation. 

Furthermore,  a  number  of  the  agencies  concerned  benefit  di- 
rectly from  the  assistance  of  other  personnel  of  their  depart- 
ments or  of  local  officials  with  whom  their  departments  have 
particular  ties.  The  elevator  and  boiler  inspectors  of  the  De- 
partment of  Labor,  for  instance,  are  aided  by  the  factory  and 
mercantile  inspectors  of  that  department.     The  sanitary  en- 
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gineers  of  the  State  Board  of  Health  are  aided  by  the  sanitarians 
of  local  boards  of  health.  These  relationships  might  well  be 
lost  in  a  consolidation. 

In  light  of  these  and  other  considerations  which  were  raised, 
we  decided  to  try  to  accomplish  the  desirable  objectives  without 
extensive  reorganization  of  agencies  in  the  field.  The  mechanism 
we  have  chosen  is  to  revamp  the  present  Building  Code  Council, 
give  it  new  functions,  and  establish  formal  inter-agency  adminis- 
trative arrangements.    We  propose  the  following  steps: 

1.  The  Building  Code  Council  should  be  enlarged  to  include 
representatives  of  the  state  enforcement  agencies  and  the  munici- 
palities who  play  a  major  part  in  the  enforcement  of  the  Build- 
ing Code.  The  present  Building  Code  Council  is  composed  ex- 
clusively of  members  of  the  construction  industry :  an  architect, 
a  structural  engineer,  a  general  contractor,  a  plumbing  and  heat- 
ing contractor,  and  a  representative  of  organized  labor.  If  its 
duties  are  expanded,  as  recommended  below,  the  Commission 
feels  that  it  would  be  desirable  to  have  representation  of  the  en- 
forcement agencies  charged  with  carrying  out  the  code  and  of 
the  general  public  interest.  Such  enlarged  representation  would 
also  provide  a  high-level  board  for  the  coordination  of  the  activi- 
ties of  the  major  state  agencies  in  the  field.  It  is  proposed  that 
the  Insurance  Commissioner,  the  Secretary  of  the  State  Board  of 
Health,  the  Commissioner  of  Labor,  the  Superintendent  of  Public 
Instruction,  and  the  Assistant  Director  of  the  Budget  be  desig- 
nated as  ex  officio  members  and  that  the  Governor  appoint  a 
municipal  building  inspector  as  an  additional  member.  The  ex 
officio  members  would  have  authority  to  designate  representa- 
tives from  their  departments  who  could  exercise  any  of  their 
functions. 

In  addition,  because  a  need  has  appeared  in  the  operations  of 
the  present  Building  Code  Council,  we  recommend  the  addition 
of  a  licensed  electrical  contractor  to  its  membership. 

2.  The  duties  of  the  Building  Code  Council  would  thereupon 
be  expanded.  The  present  Council  has  statutory  authority  to 
adopt  a  building  code ;  to  amend  this  code,  subject  to  the  approval 
of  the  Insurance  Commissioner,  so  as  to  establish  requirements 
"less  rigid  and  less  stringent"  than  those  of  the  1936  State  Build- 
ing Code ;  to  hear  appeals  from  the  Insurance  Commissioner's  de- 
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cisions  in  enforcing  the  code  and  render  advisory  opinions  to 
him ;  and  to  recommend  to  the  Insurance  Commissioner  that  "he 
shall  allow  materials  and  methods  of  construction  other  than 
those  required  by  the  building  code  to  be  used,  when  in  its  opinion 
such  other  materials  and  methods  of  construction  are  as  good  as 
those  required  by  the  code." 

Because  legal  questions  have  been  raised  as  to  the  validity  of 
the  1953  State  Building  Code  adopted  under  this  authority,  we 
believe  that  the  Building  Code  Council  should  be  given  clearer 
legal  authority,  meeting  all  constitutional  requirements,  to  adopt 
and  revise  such  a  code.  We  believe  that  this  code  should  in  the 
future  apply  to  all  types  and  classifications  of  buildings,  wher- 
ever they  might  be  situated  in  the  state.  Municipalities  could 
enact  their  own  codes,  however,  provided  such  codes  were  of- 
ficially approved  by  the  Council  as  equally  or  more  stringent  in 
all  respects  than  the  state  code. 

To  eliminate  the  confused  status  of  present  building  laws  and 
regulations,  the  Council  should  be  directed  (a)  to  bring  together 
in  its  code  all  building  regulations  enacted,  by  any  state  agency 
and  (b)  to  make  recommendations  to  the  General  Assembly  as 
to  how  building  laws  might  be  consolidated  at  one  place  in  the 
General  Statutes. 

As  a  high-level  coordinating  agency,  the  Council  should  have 
the  additional  function  of  serving  as  an  appeal  board  to  hear  ap- 
peals from  the  decisions  of  state  agencies  enforcing  the  code  and 
to  give  interpretations  of  the  meaning  of  the  code — subject,  of 
course,  to  further  appeals  to  the  courts.  It  should  also  have  the 
responsibility  of  making  recommendations  to  the  General  As- 
sembly as  to  which  areas  of  building  regulation  should  be  placed 
under  the  jurisdiction  of  local  and  special  inspectors  rather  than 
under  state  enforcement  officials. 

3.  A  formal  committee,  composed  of  representatives  of  all 
divisions  exercising  building  regulation  functions  in  the  state 
government,  should  be  established  for  the  purpose  of  coordinating 
their  eflForts.  This  committee  would  have  the  primary  function 
of  establishing  procedures  whereby  plans  for  a  given  piece  of 
construction  may  be  presented  to  a  single  state  agency,  which 
would  have  the  responsibility  for  circulating  these  plans  among 
all  interested  agencies.     In  addition,  it  would  serve  as  an  arbi- 
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tration  board  in  the  event  of  disputes  between  two  or  more  state 
agencies  as  to  the  interpretation  of  the  State  Building  Code,  its 
decisions  being  subject  to  appeal  to  the  Building  Code  Council. 
If  desired,  it  could  be  authorized  to  render  advisory  opinions  to 
private  citizens  as  to  the  interpretation  of  the  code. 

4.  The  staff  of  the  Engineering  Division  of  the  Department 
of  Insurance  should  be  enlarged  and  designated  as  the  research 
and  '^housekeeping"  staff  of  the  above  agencies.  This  staff  is 
currently  assisting  the  Building  Code  Council.  Its  work  brings 
it  into  contact  with  more  tyipes  of  buildings  than  any  other  single 
state  agency.  However,  it  is  currently  under-sized,  and  in  order 
to  do  a  competent  job  of  assisting  the  above  agencies,  it  should 
be  increased. 

Recommendations 

Immediately  below  are  the  recommendations  which  we  believe, 
if  adopted,  will  minimize  or  cure  many  of  the  problems  which 
currently  exist  in  the  building  regulation  field.  Drafts  of  pro- 
posed legislation  to  effect  these  recommendations  have  been  pre- 
pared and  will  be  submitted  to  the  1955  General  Assembly. 

I.  We  recommend  that  the  Building  Code  Council  be  en- 
larged to  include  representatives  of  the  state  agencies 
primarily  interested  in  building  regulation,  a  licensed 
electrical  contractor  and  a  municipal  enforcement  of- 
ficial. 

II.  We  recommend  that  the  Building  Code  Council  be  given 
the  duties  of  (a)  adopting  a  state  building  code  includ- 
ing all  building  regulations  promulgated  by  any  state 
agency,  (b)  amending  the  code  from  time  to  time,  (c) 
giving  interpretations  of  the  code,  (d)  hearing  appeals 
from  decisions  of  the  state's  enforcement  agencies  in  the 
field  of  building  regulation,  (e)  advising  the  General 
Assembly  as  to  desirable  statutory  changes  in  the  field  of 
building  regulation,  (f)  studying  the  enforcement  of  the 
building  code  and  building  laws  to  determine  what  types 
of  enforcement  duties  can  be  shifted  to  local  officials  or 
special  private  inspectors  and  advising  the  General  Asr 
sembly  as  to  any  statutory  changes  necessary  to  effectu- 
ate such  shifts. 
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III.  We  recommend  that  a  permanent  interdepartmental 
building  regulation  committee  be  established,  with  the 
duties  of  (a)  establishing  procedures  for  the  exchange 
of  building  plans  among  interested  agencies,  (b)  arbi- 
trating disputes  between  state  agencies  as  to  the  inter- 
pretation of  the  building  code  or  laws,  (c)  giving  in- 
formal interpretations  of  the  building  code  to  interested 
persons. 

IV.  We  recommend  that  the  staff  of  the  engineering  division 
of  the  Department  of  Insurance  be  enlarged  and  desig- 
nated as  the  staff  of  the  above  two  agencies. 
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Report   of  the  Commission   on   Reorganization 
of   State   Government 

STATE  PRISON  SYSTEM 
Introduction 

In  1950  the  State  Highway  and  Public  Works  Commission 
engaged  the  Osborne  Association  of  New  York  to  make  a  survey 
of  the  North  Carolina  Prison  System.  Austin  H.  MacCormick, 
then  Executive  Director  of  the  Osborne  Association,  completed 
the  survey  in  the  spring  of  1950.  His  major  recommendations 
were  in  substance  as  follows : 

1.  Remove  the  State  Prison  System  from  administrative  control  of 
the  State  Highv^^ay  and  Public  Works  Commission;  place 
prisons  under  a  separate  Department  of  Correction  headed  by  a 
full-time  director  appointed  by  and  responsible  to  a  part-time 
policy-making  board  of  seven  citizens  selected  on  the  basis  of 
their  interest  in  and  knowledge  of  correctional  matters  and  ap- 
pointed by  the  Governor  to  serve  six-year  overlapping  terms. 

2.  Finance  prisons  by  continuing  to  use  short-terms  misdemean- 
ants and  selected  felons  on  road  work  at  an  increased  daily  rate 
of  pay  for  such  labor,  by  expanding  prison  industries  and 
prison  farm  programs,   and  by  supplementary  appropriations. 

3.  Improve  the  quality  of  prison  personnel  by  raising  salaries, 
bettering  working  conditions,  removing  from  political  influence, 
providing  security  of  tenure,  and  instituting  in-service  train- 
ing at  all  levels. 

4.  Improve  existing  and  provide  additional  facilities. 

5.  Place  greater  emphasis  upon  efforts  to  rehabilitate  prisoners. 

6.  Reduce  the  prison  population  by  better  crime  prevention  pro- 
grams, more  extensive  use  of  probation  and  parole,  and  more 
effective  programs  to  rehabilitate  convicted  offenders  and  thus 
reduce  recidivism. 

During  the  four  years  following  the  Osborne  Association 
survey  much  has  been  done  to  improve  penal-correctional  ad- 
ministration in  North  Carolina.  Significant  steps  have  been 
taken  toward  the  objectives  of  Dr.  MacCormick's  recommenda- 
tions. The  rate  of  progress  is  steadily  increasing.  However, 
the  State  Prison  System  remains  under  the  control  of  the  State 
Highway  and  Public  Works  Commission,  most  of  the  able-bodied 
male  prisoners  still  work  on  the  roads,  and  the  Highway  Fund 
furnishes  the  money  to  meet  most  of  the  costs  of  penal-correc- 
tional administration. 
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In  1954  an  engineering  and  fiscal  study  of  the  North  Carolina 
highway  system  was  made  for  the  State  Highway  and  Public 
Works  Commission  by  the  New  York  firm  of  Parsons,  Brincker- 
hoff,  Hall  and  MacDonald.  The  report  submitted  by  this  firm 
includes  recommendations  in  substance  as  follows: 

1.  To  avoid  diversion  of  highway-user  revenues  to  non-highway 
purposes,  make  probation,  prisons,  and  parole  General  Fund 
activities. 

2.  Reimburse  the  General  Fund  from  the  Highway  Fund  for  the 

value  of  prison  labor  used  on  the  roads. 

3.  Use  on  the  roads  only  a  special  group  of  carefully  selected 
honor  grade  male  prisoners  with  a  potential  tenure  of  at  least 
six  months  and  preferably  longer  on  one  of  five  or  six  special 
construction  projects  large  enough  to  keep  a  hundred-prisoner 
camp  busy  for  not  less  than  two  years. 

We  agree  that  it  would  be  in  the  interests  of  the  prison  sys- 
tem to  be  controlled  by  ofl^cials  selected  for  special  competence 
in  penal-correctional  administration  and  free  from  responsibili- 
ties respecting  other  complex  areas  of  state  government.  We 
agree  that  it  would  be  in  the  interests  of  the  highway  system  to 
stop  any  diversion  of  highway-user  revenues  to  other  than  high- 
way purposes.  We  agree  that  it  would  be  in  the  interests  of  the 
highway  and  prison  systems  to  have  working  on  the  roads  only 
those  prisoners  who  produce  work  worth  the  price  paid  for  the 
labor  and  who  receive  rehabilitative  benefits  from  their  assign- 
ments. We  believe,  however,  that  it  would  be  in  the  interests  of 
the  State  to  proceed  toward  these  objectives  at  a  pace  permitting 
retention  of  the  advantages  of  the  present  arrangement  until 
conditions  can  be  created  that  will  assure  equivalent  or  greater 
advantages  under  a  different  arrangement. 

We  are  aware  that  a  segment  of  public  opinion  favors  im- 
mediate separation  of  the  State  Prison  System  from  the  State 
Highway  and  Public  Works  Commission.  In  the  course  of  our 
studies  both  Governor  Umstead  and  Governor  Hodges  expressed 
to  us  their  belief  in  the  principle  of  separation.  We  have  tried 
to  discover  or  devise  a  separation  plan  that  we  could  recommend 
to  the  1955  Generaly  Assembly.  We  have  been  unable  to  find  or 
to  formulate  such  a  plan. 

This  does  not  mean  that  we  are  opposed  in  principle  to 
separation  of  the  State  Prison  System  from  control  of  the  State 
Highway  and  Public  Works  Commission,  nor  does  it  mean  that 
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we  conclude  no  workable  plan  for  this  change  can  ever  be 
formed.  We  include  in  this  report  recommendations  directed 
toward  a  solution  of  the  difficult  problems  involved  in  working- 
out  a  practicable  plan.  But  we  believe  that  separation  should 
not  take  place  until  adequate  cost  studies  have  been  made  and  a 
plan  developed  that  will  make  it  feasible. 

Our  reasons  for  believing  that  a  gradual  readjustment  of 
relations  between  the  State  Highway  and  Public  Works  Commis- 
sion and  the  State  Prison  System  is  beter  than  complete  separa- 
tion by  one  stroke  in  1955  are  set  forth  in  the  first  section  of 
this  report.  The  second  section  contains  our  recommendations 
for  measures  to  be  taken  by  the  1955  General  Assembly  that 
will  give  as  much  autonomy  to  the  Prison  Division  as  appears  to 
be  practicable  now,  and  that  will  facilitate  determining  the 
feasibility  of  and  making  preparations  for  other  changes. 

I.    Reasons    the    Commission   Cannot     Recommend     Complete 
Separation  in  1955. 

A.  Important  advantages  of  the  present  arrangement  luould 
be  lost  or  jeopardized.  We  believe  that  some  important  advan- 
tages of  the  present  arrangement  are  certain  to  be  lost  and  that 
others  would  be  jeopardized  by  complete  separation  of  the  State 
Prison  System  from  all  control  by  the  State  Highway  and  Public 
Works  Commission  in  1955. 

1.  Employment  for  prisoners.  Article  XI,  Section  1,  of  the 
North  Carolina  Constitution  authorizes  the  employment  of 
prisoners  ".  .  .  on  public  works  or  highways,  or  other  labor  for 
public  benefit,  and  the  farming  out  thereof,  where  and  in  such 
manner  as  may  be  provided  by  law  .  .  ."  The  General  Statutes 
declare  that  it  is  the  public  policy  to  provide  for  the  gainful  em- 
ployment of  all  able-bodied  prisoners  of  the  State.  Priority  for 
the  labor  of  male  prisoners  is  given  to  road  work  and  related 
activities.  Nearly  ninety  per  cent  of  the  able-bodied  male  prison- 
ers are  employed  on  the  roads  or  in  related  work.  In  return  for 
this  labor,  prison  costs  must  be  paid  out  of  funds  appropriated 
for  road  maintenance.  However,  these  costs  may  be  reduced  by 
lising  prisoners  not  needed  on  the  roads  in  work  on  prison  farms, 
or  in  prison  industries,  in  forestry  work,  or  on  hire  to  other 
State  agencies,  counties,  or  municipalities. 

Public  prejudice  against  employment  of  prisoners  on  the 
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roads  developed  as  a  result  of  evils  evident  in  the  county  chain 
gang  system.  Most  of  these  evils  have  been  eliminated  from  the 
State  Prison  System.  Those  that  still  remain  are  not  inherent 
in  the  system  and  can  be  extirpated  in  time  by  intelligent  ad- 
minstration.    Steady  progress  is  being  made. 

Climatic  conditions  in  North  Carolina  make  road  work  par- 
ticularly suitable  for  prison  labor.  It  is  hard  work,  but  for  able- 
bodied  males  it  is  a  healthful  outdoor  occupation.  It  is  not  the 
most  appropriate  work  that  might  be  found  for  all  prisoners  now 
engaged  therein,  but  it  is  far  better  than  no  work  at  all  or  merely 
make-work  projects  producing  nothing  of  real  value.  The  people 
of  the  State  benefit  from  the  products  of  prison  labor  on  the 
roads  and  no  commidities  are  produced  that  must  be  sold  in  com- 
petition with  products  of  free  labor. 

During  the  fiscal  year  1953-54,  the  number  of  prisoners  em- 
ployed on  the  roads  or  in  related  or  supporting  activities  aver- 
aged around  8,000.  If  these  prisoners  had  not  performed  road 
ivork,  North  Carolina  would  have  had  to  pay  the  amount  required 
to  have  the  work  done  by  free  labor  plus  the  cost  of  keeping  the 
prisoners  in  idleness,  unless  other  gainful  employment  could 
have  been  found  for  them.  Prison  farms  and  prison  industries, 
with  only  their  present  facilities,  could  not  have  used  an  appre- 
ciable number  of  these  prisoners.  No  other  market  for  this  pool 
of  prison  labor  has  yet  been  developed. 

Other  suitable  year-around  work  for  any  significant  portion 
of  the  nearly  8.000  prisoners  now  in  road  camps  would  be  ex- 
ceedingly hard  to  find  in  activities  as  free  from  conflict  with 
private  enterprise.  While  the  use  of  prisoners  by  the  State 
Highway  and  Public  Works  Commission  to  perform  road  work 
displaces  free  labor  from  jobs  and  deprives  private  contractors 
of  profits  that  might  otherwise  be  available  to  them  in  the 
maintenance  of  highways,  the  practice  is  accepted  and  apparent- 
ly no  opposition  from  private  business  or  labor  representatives 
has  thus  far  developed  in  this  State  as  it  has  in  others.  But 
efforts  to  employ  a  large  number  of  prisoners  in  new  activities 
of  a  useful  and  profitable  nature  will  entail  serious  risk  of  re- 
sistance by  any  business  or  labor  interest  affected. 

Inmate  idleness  is  uneconomical  and  contrary  to  the  State 
policy  expressed   in  the   Constitution.     Extensive   idleness   in 
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prisons  prevents  effective  rehabilitation  programs,  subverts 
discipline,  and  creates  a  condition  presenting  a  constant  threat 
of  disorder  and  riot.  The  Committee  on  Riots  of  the  American 
Prison  Association  imputed  much  of  the  blame  for  the  recent 
uprisings  in  American  prisons  to  the  demoralizing  effects  of 
inmate  idleness.  Great  care  must  be  taken  to  avoid  making 
changes  in  the  current  arrangement  that  w^ill  result  in  curtail- 
ment of  present  v^^ork  programs  w^ithout  creating  other  job 
opportunities  for  prisoners.  Assured  employment  of  a  produc- 
tive nature  for  a  large  percentage  of  the  prison  population  is 
perhaps  the  most  important  advantage  accruing  from  the  present 
arrangement. 

2.  Self-supporting  system.  Article  XI,  Section  11,  of  the 
North  Carolina  Constitution  directs  the  General  Assembly  to 
keep  steadily  in  view  that  all  penal  institutions  shall  be  made 
as  nearly  self-supporting  as  is  consistent  with  the  purpose  of 
their  creation.  The  Prison  Division  is  set  up  in  the  budget  of  the 
State  Highway  and  Public  Works  Commission  as  a  self-support- 
ing activity.  Estimated  expenditures  for  prison  operations  are 
balanced  against  estimated  reseipts.  If  the  total  of  estimated 
expenditures  deemed  necessary  exceeds  the  total  of  estimated 
receipts,  the  rate  allowed  for  prison  labor  is  increased  sufficiently 
to  make  estimated  receipts  balance  estimated  expenditures.  Suf- 
ficient money  is  reserved  from  the  appropriations  for  State  and 
county  road  maintenance  to  liquidate  any  overdrafts  for  prison 
operations  resulting  from  an  under-estimate  of  expenditures 
or  an  over-estimate  of  receipts. 

No  estimate  is  included  in  the  budget  for  permanent  im- 
provements in  the  State  Prison  System.  Such  projects  are 
-agreed  upon  by  the  Governor,  the  Chairman  of  the  State  High- 
way and  Public  Works  Commission,  and  the  Director  of  Prisons 
and  financed  by  transfers  from  such  sources  as  highway  sur- 
plus, reserves  from  State  and  county  road  maintainance  funds, 
and  proceeds  from  the  sale  of  property  originally  purchased  for 
a  prison  purpose. 

No  appropriation  is  made  specifically  for  the  State  Prison 
System.  Money  appropriated  for  highway  maintenance  used 
to  meet  prison  expenditures,  constitutes  a  contribution  made  by 
taxpayers  to  support  the  prisons  only  if  and  to  the  extent  that 
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the  amount  so  used  could  purchase  more  road  maintenance  by 
other  available  means  than  has  been  obtained  from  prison  labor. 
Unless  there  has  been  an  over-payment  for  prison  labor  on  the 
roads,  the  State  Prison  System  has  been  self-supporting  since 
the  taxpayers  receive  road  maintainance  for  the  tax  dollars 
that  pay  prison  costs. 

The  firm  of  Parsons,  Brinckerhoff,  Hall  and  MacDonald  re- 
port that  mechanization  of  highway  work  has  progressed  to  the 
point  where  most  of  the  work  now  being  performed  by  prison 
labor  could  be  done  at  lower  cost  by  using  machines  operated  by 
free  labor.  But  prison  costs  would  be  at  least  as  much  and  pro- 
bably more  if  prisoners  were  not  productively  employed,  and 
these  costs  would  be  met  from  tax  money.  So  far  as  the  taxpayer 
is  concerned,  any  useful  product  of  prison  labor  represents  a 
savings  to  the  extent  that  its  value  exceeds  its  costs  of  production 
without  considering  expenditures  for  prison  maintenance  as  a 
part  of  those  costs,  unless  such  expenditures  exceed  what  they 
would  have  been  if  the  prisoners  had  not  been  so  employed.  The 
savings  to  the  taxpayer  resulting  from  road  work  performed 
by  prisoners  equal  to  the  amount  it  would  cost  to  have  such 
work  done  by  any  other  means,  unless  the  prisoners  would  other- 
wise have  been  employed  in  some  other  productive  work,  in  which 
case  the  savings  or  loss  to  the  taxpayer  is  equal  to  the  difference 
in  value  between  the  road  work  and  the  other  work.  Since  no 
other  productive  work  is  now  available  for  any  considerable 
number  of  the  prisoners  assigned  to  road  camps,  it  would  be  an 
additional  expense  to  the  State  to  purchase  road  maintenance 
by  machinery  and  free  labor  with  the  tax  dollars  which  other- 
wise would  pay  for  prison  labor  and  thereby  pay  prison  costs. 

Thus,  assume  that  it  costs  the  State  Highway  and  Public 
Works  Commission  eight  million  dollars  for  prison  labor  to 
perform  road  work  that  could  be  done  otherwise  for  six  million. 
Viewed  from  the  standpoint  of  the  Commission,  there  would 
have  been  in  such  case  an  overpayment  of  two  million  for  the 
road  maintenance  purchased.  But  the  total  cost  to  the  tax- 
payers would  have  been  fourteen  million  if  prison  labor  had 
not  been  used.  So,  in  the  assumed  example,  it  could  be  said 
that  prison  labor  saved  the  taxpayers  six  million  dollars. 

Facts  are  not  now  available  to  establish  the  extent  of  an 
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overpayment,  if  any,  for  prison  labor  used  on  the  roads.  But 
wiiether  or  not  the  State  Prison  System  is  in  fact  self-support- 
ing under  the  present  arrangement,  it  is  clear  that  the  costs 
of  getting  road  work  done  by  other  than  prison  labor  would 
be  an  additional  burden  upon  the  backs  of  the  taxpayers,  the 
weight  of  which  would  depend  upon  the  extent  to  which  prison 
labor  could  be  put  to  other  productive  use  for  the  State's 
benefit. 

3.  Financml  flexibility.  Estimated  expenditures  for  prison 
operations  include  not  only  the  costs  of  those  items  for  which 
actual  cash  outlays  are  anticipated  but  also  the  value  of  ma- 
terials and  services  expected  to  be  provided  by  transfers  from  one 
unit  to  another  within  the  State  Prison  System.  Estimated  re- 
ceipts include  the  bookkeeping  credits  for  these  internal  trans- 
fers as  well  as  credits  for  prison  labor  used  on  the  roads  and 
actual  cash  receipts  from  the  sale  of  prison  products,  house  rent, 
and  payments  for  the  safekeeping  of  county  prisoners.  Crop 
failures  or  other  farm  disasters  may  reduce  drastically  the  pro- 
portion of  food  needs  met  from  prison  farms ;  machinery  break- 
downs or  riot  destruction  may  curtail  considerably  the  production 
of  needed  goods  and  the  supply  of  needed  services  by  prison  in- 
dustries. When  the  means  to  meet  requirements  from  internal 
sources  are  lessened  or  lost  funds  must  be  available  to  purchase 
the  materials  from  outside  sources.  A  dependable  source  of 
funds  is  also  required  to  make  up  for  over-estimates  of  receipts. 

The  requisite  financial  flexibility  is  now  provided  by  the  re- 
serve from  the  appropriations  made  for  the  maintenance  of 
State  and  county  roads  retained  by  the  Commission  to  liquidate 
any  over-drafts  for  prison  operations.  When  prison  receipts 
are  not  sufficient  to  cover  expenditures,  the  books  are  balanced 
at  the  end  of  each  fiscal  year  by  charging  the  deficit  against  this 
reserve.  On  the  other  hand,  the  funds  for  the  maintenance  of 
State  and  county  roads  are  credited  with  any  surplus  from 
prison  operations.  The  practical  effect  is  to  increase  or  decrease 
the  actual  amount  paid  by  the  State  Highway  and  Public  Works 
Commission  for  prison  labor  employed  on  the  roads. 

4.  More  money  for  prisoris.  Needed  funds  for  prison  pur- 
poses are  probably  easier  to  obtain  under  the  present  arrange- 
ment than  they  would  be  if  prisons  were  compelled  to  compete 
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with  education,  public  welfare,  health,  and  other  General  Fund 
agencies  for  the  favorable  attention  of  the  General  Assembly. 
At  present  the  Director  of  Prisons  is  almost  certain  of  getting 
money  for  prison  improvements  if  he  can  convince  the  Chair-, 
man  and  the  fourteen  members  of  the  State  Highway  and  Public 
Works  Commission  that  his  proposals  are  sound.  Since  prisons 
are  the  Commission's  special  responsibility,  these  officials  are 
likely  to  recognize  and  respond  favorably  to  a  sound  proposal 
calling  for  increased  expenditures  to  achieve  a  better  prison 
system.  Yet  the  fact  that  the  Commission  is  also  responsible 
for  road  construction  and  maintenance  will  assure  against  ex- 
penditures for  prisons  out  of  line  with  expenditures  for  other 
equally  important  State  services. 

5.  Supports  use  of  Highway  Fund  for  prisons,  probation, 
and  parole.  Congress  enacted  a  federal  statute  in  1934  declaring 
it  to  be  sound  public  policy  that  revenues  derived  from  taxes  on 
motor  vehicles  and  gasoline  should  be  applied  to  the  construction, 
improvement,  and  maintenance  of  highways,  and  administration 
expense  in  connection  therewith,  including  the  retirement  of 
road  bonds,  and  for  no  other  purposes;  to  promote  this  policy, 
the  statute  provided  that  ''  .  .  .  after  June  30,  1935,  federal  aid 
for  highway  construction  shall  be  extended  only  to  those  states 
that  use  at  least  the  amounts  now  provided  by  law  for  such 
purposes -in  each  state  from  state  motor  vehicle  registration  fees, 
licenses,  gasoline  taxes,  and  other  special  taxes  on  motor  ve- 
hicle owners  and  operators  of  all  kinds  .  .  .  Provided,  that  in  no 
case  shall  the  provisions  of  this  section  operate  to  deprive  any 
state  of  more  than  one-third  of  the  amount  to  which  the  state 
would  be  entitled  under  any  apportionment  hereafter  made,  for 
the  fiscal  year  for  which  the  apportionment  is  m.ade."^ 

With  respect  to  this  statute,  the  Attorney  General  of  the 
United  States  has  expressed  his  opinion  as  follows: 

Section  12  of  the  Federal  act  is  not  entirely  free  from  am- 
biguity. It  is  my  opinion,  however,  that  the  Congress  by  this 
section  intended  to  provide  that  if  any  State  after  June  30,  1935, 
should  divert  to  uses  other  than  those  named  any  part  of  the 
revenues  mentioned  which  under  the  laws  of  the  State  in  effect 
on  the  date'  of  the  approval  of  the  act  would  have  been  expend- 
able for  the  purposes  named  except  for  such  diversion,  the  allot- 


1  23  U.  S.  C.  §  55   (1952). 
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ment  to  such  State  from  funds  made  available  by  the  Congress 
I'or  E'ederal  aid  for  highway  construction  should  be  reduced  by  an 
amount  equal  to  not  more  than  one-third  of  the  amount  it  otherwise 
would  be  entitled  to  receive.   .   .   .^ 

Justification  for  meeting  prison  costs  with  money  appropri- 
ated from  the  Highway  Fund  for  road  maintenance  rests  in 
the  priority  given  road  work  for  prison  labor  and  in  the  fact 
that  control  of  the  prisons  is  vested  in  the  State  Highway  and 
Public  Works  Commission  so  that  prison  costs  can  be  kept 
reasonably  commensurate  with  the  amount  of  road  maintenance 
obtained.  Justification  for  appropriating  money  from  the  High- 
way Fund  for  probation  and  parole  rests  in  the  close  relation- 
ship of  these  activities  with  the  State  Prison  System. 

If  control  of  the  State  Prison  System  is  taken  from  the 
Commission,  it  is  problematical  whether  the  State  could  con- 
tinue to  appropriate  money  from  the  Highway  Fund  for  pro- 
bation and  parole,  or  adopt  any  scheme  for  financing  prisons 
that  would  amount  to  a  subsidy  from  the  Highway  Fund,  with- 
out risking  reduction  by  a  third  of  its  allocation  of  Federal  aid 
for  road  construction.  The  danger  of  a  decrease  in  the  State's 
share  of  Federal  aid  for  road  construction  as  a  penalty  for 
diverting  highway-user  revenues  to  other  than  highway  purposes 
could  then  be  completely  avoided  only  by  making  probation, 
prisons,  and  parole  General  Fund  activities.  Money  from  the 
Highway  Fund  could  still  be  used  to  purchase  prison  labor  and 
prison  products,  but  not  at  a  price  amounting  to  a  subsidy  to 
prisons.  Whether  after  this  change  more  or  less  money  from 
the  Highway  Fund  would  be  available  for  penal-correctional 
purposes  would  depend  upon  the  amount  of  prison  labor  used 
on  the  roads,  the  rate  paid  for  such  labor,  and  the  quantity  of 
prison  products  purchased  by  the  State  Highway  and  Public 
Works  Commission. 

6.  Coordination  of  related  fmictions.  As  already  noted, 
most  of  the  inmates  of  the  State  Prison  System  are  employed  on 
road  maintenance.  The  Highway  Maintenance  Department  deter- 
mines the  number  of  prisoners  that  will  be  accepted  for  work 
on  the  roads;  its  personnel  direct  the  work  of  prisoners  so 
employed.  But  the  distribution  of  prisoners  among  the  road 
camps,  the  make-up  of  work  squads,  and  the  control  of  prisoners 


2  39  Ops.  Atty  Gen.  157  (1938), 
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in  all  respects  other  than  work  direction  are  functions  per- 
formed by  Prison  Department  personnel.  The  present  organ- 
izational arrangement  facilitates  coordination  of  the  functions 
performed  by  the  two  departments  relative  to  prison  labor  on 
the  roads. 

Most  of  the  money  that  is  spent  in  operating  the  State  Prison 
System  comes  from  the  Highway  Fund.  The  amount  of  road 
maintenance  that  can  be  purchased  with  highway-user  revenues 
appropriated  for  this  purpose  depends  in  part  upon  policies 
formed  respecting  prison  management.  Any  change  in  prison 
policies  that  costs  more  money  to  implement  necessarily  de- 
creases the  amount  of  the  appropriation  available  to  purchase 
road  maintenance ;  another  way  of  saying  the  same  thing  is  that 
such  changes  necessarily  increase  the  cost  of  road  maintenance. 
Any  change  in  prison  policies  that  interferes  with  the  avail- 
ability of  prisoners  needed  for  road  work,  or  limits  the  type  of 
prisoners  to  those  less  desirable  as  road  workers,  prevents  the 
Highway  Maintenance  Department  from  performing  at  top 
efficiency. 

On  the  other  hand,  the  percentage  of  prisoners  productively 
employed  depends  in  large  part  upon  policies  of  the  Highway 
Maintenance  Department.  Any  change  in  such  policies  looking 
toward  the  greater  use  of  machinery  to  replace  hand  labor  in 
road  maintenance  will  create  an  inmate  idleness  problem  for 
the  Prison  Department.  Any  change  in  the  purchasing  policies 
resulting  in  a  decrease  in  the  sales  of  prison  industrial  products 
to  departments  under  the  State  Highway  and  Public  Works 
Commission  will  lessen  the  likelihood  of  success  in  the  efforts 
made  to  make  the  State  Prison  System  self-supporting.  Ef- 
forts to  tighten  custody  and  improve  the  handling  of  prisoners 
can  be  frustrated  by  failure  to  gain  the  full  cooperation  of  high- 
way foremen. 

So  long  as  the  Highway  Fund  remains  the  chief  source  of 
money  for  prison  maintenance,  work  on  the  roads  remains  the 
chief  outlet  for  prison  labor,  and  highway  departments  remain 
the  chief  market  for  prison  industrial  products,  there  will  be 
advantages  in  an  administrative  arrangement  that  places  prisons 
and  highways  under  a  common  directorship.  With  ultimate 
responsibility  for  both  resting  in  a  single  agency,  there  is  more 


State  Prison  System  11 

likelihood  of  policies  being  adopted  that  will  balance  competing 
interests,  obviate  areas  of  conflict,  and  achieve  proper  coordi- 
nation of  related  functions. 

7.  Consolidation  of  common  operations.  Central  staffs  of 
functional  experts  handle  accounting,  purchasing,  personnel, 
legal,  insurance  and  compensation  matters  for  the  highvs^ay  and 
prison  systems.  The  volume  of  such  v^ork  to  be  done  for  a  large 
organization  justifies  specialized,  well-paid  personnel  and  ex- 
pensive, labor-saving  equipment.  The  result  is  greater  efficiency 
and  economy  than  would  be  possible  with  separate  staffs  of  less 
specialized  personnel  working  without  the  benefit  of  such  equip- 
ment. 

B.  Important  facts  needed  to  determine  the  feasibility  of 
separation  are  now  unknotvn  or  uncertain.  We  believe  that  con- 
trol of  the  State  Prison  Sysem  should  not  be  transferred  to 
another  agency  until  it  is  clear  that  the  change  can  take  place 
without  creating  a  serious  inmate  idleness  problem  and  without 
too  much  dependence  being  placed  upon  the  General  Fund  for 
appropriations  to  make  up  the  difference  between  prison  receipts 
and  expenditures  for  the  support  of  probation,  prisons,  and 
parole.  Extensive  inmate  idleness  would  vitiate  all  efforts  to 
conduct  effective  rehabilitation  programs.  Making  penal-cor- 
rectional agencies  dependent  upon  appropriations  from  the 
General  Fund  would  bring  them  into  budgetary  competition 
with  health,  education,  welfare,  and  other  agencies  whose  money 
needs  are  growing  at  a  faster  rate  than  revenues  are  rising 
from  General  Fund  sources.  It  is  not  clear  from  the  facts  at 
hand  that  the  double  danger  of  inmate  idleness  and  insufficient 
funds  for  penal-correctional  purposes  can  be  avoided  if  the 
change  is  made  in  1955. 

1.  Costs  unknotvn.  No  budget  has  been  prepared  for  a 
prison  system  separated  from  the  State  Highway  and  Public 
Works  Commission.  Budget  estimates  of  the  Prison  Department 
for  the  coming  biennium  are  based  upon  staffing  patterns,  poli- 
cies, and  practices  formulated  under  the  present  organization  to 
accord  with  the  public  policies  set  forth  in  existing  statutes.  A 
prerequisite  to  proper  budgeting  for  a  separate  system  is  de- 
velopment of  a  precise  and  realistic  plan  to  accomplish  the  ob- 
jectives of  separation.    This  plan  should  include  specific  recom- 
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mendations  respecting  staffing  patterns,  facilities,  programs,, 
and  needed  legislation,  with  estimates  as  to  the  funds  required 
to  implement  the  several  features  of  the  plan,  and  with  con- 
templated sources  of  needed  funds  clearly  shown. 

2.  Inmate  employment  a7id  earnings  uncertain^  The  effects 
on  prison  income  of  a  change  vesting  control  of  prisons  in  an 
agency  other  than  the  State  Highway  and  Public  Works  Com- 
mission cannot  be  confidently  estimated  in  advance  of  changes  in 
policies  and  adjustments  in  practices  relative  to  the  employ- 
ment of  prisoners  and  the  sale  of  prison  products.  Changes  and 
adjustments  in  this  area  entail  careful  study  and  experimenta- 
tion to  assure  a  proper  balancing  of  competing  interests. 

Prisoners  should  be  kept  gainfully  employed  in  a  variety  of 
jobs  using  modern  techniques  and  equipment  in  order  to:  (1) 
minimize  disciplinary  difficulties;  (2)  train  them  for  employ- 
ment that  they  can  find  in  the  free  community  after  their  re- 
lease; (3)  repay  the  State  so  far  as  possible  for  the  cost  of  penal- 
correctional  administration. 

But  free  labor  and  business  must  be  protected  against  unfair 
competition  from  services  provided  or  commodities  produced  by 
prison  labor.  And  other  State  agencies  should  not  be  forced  to 
subsidize  prisons  by  paying  more  for  prison  labor  or  prison 
products  than  would  be  required  to  purchase  equivalent  services 
or  commodities  from  other  sources,  since  this  would  amount  to 
a  disguised  reduction  in  the  appropriations  made  for  the  func- 
tions of  such  agencies  and  a  disguised  appropriation  for  prisons. 
On  the  other  hand,  the  degree  to  which  the  prisons  are  in  fact 
self-supporting  should  not  be  hidden  by  permitting  other  State 
agencies  to  purchase  prison  labor  or  prison  products  at  a  price 
far  below  what  it  would  cost  to  obtain  equivalent  services  or 
commodities  from  other  sources.  The  problem  is  one  of  finding 
the  most  equitable  adjustment  of  all  interests  involved. 

Road  interests  would  best  be  served  by  reducing  the  number 
of  prisoners  employed  on  the  roads  to  what  is  actually  needed 
for  work  that  cannot  be  performed  more  economically  with  free 
labor  or  machines.  Prison  interests  would  best  be  served  by  re- 
ducing the  number  to  where  it  includes  only  those  prisoners  for 
whom  no  more  suitable  work  can  be  found.  Determination  of 
the  proper  number  to  balance  equitably  the  interests  involved 
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would  require  a  period  for  gradual  adjustment  in  accordance 
with  any  changes  in  public  policy  on  prison  labor  that  might 
as  supporting  measures,  precede  or  accompany  changes  in  or- 
ganizational structure. 

A  companion  problem  to  the  question  of  numbers  is  the 
question  of  pay  for  prison  labor  used  on  the  roads.  Providing 
the  Highway  Commission  is  not  required  to  use  more  prison 
labor  than  it  needs,  and  is  not  required  to  liquidate  any  possible 
prison  deficit  or  to  support  probation  and  parole,  the  rate  paid 
should  represent  a  fair  approximation  of  the  value  of  such  labor 
judged  by  what  it  v/ould  cost  to  purchase  the  same  amount  of 
work  if  performed  by  free  labor  or  by  an  increased  use  of  ma- 
chines. With  the  prevailing  rate  for  free  labor  as  a  possible 
price,  the  State  Highway  and  Public  Works  Commission  should 
be  required  to  assume  the  burden  of  showing  that  less  should  be 
paid  for  the  work  of  prison  labor  because  of  relative  inefficiency 
or  because  the  use  of  prisoners  prevents  the  use  of  efficient 
machinery.  But  sight  should  not  be  lost  of  the  danger  that 
any  degree  of  subsidization  of  prison  operations  from  the  High- 
way Fund  under  a  law  enacted  subsequent  to  1935  may  result  in 
a  reduction  by  one-third  of  the  amount  of  Federal  aid  the  State 
gets  for  highway  construction. 

Even  with  a  conservative  appraisal,  it  is  likely  that  a  rate 
approximating  actual  value  would  be  much  higher  than  the 
current  rate  of  $3.60  a  day  or  the  $4.50  daily  rate  the  Com- 
mission plans  to  pay  commencing  July  1,  1955.  However,  the 
total  paid  would  depend  upon  the  number  of  prisoners  employed 
on  the  roads  and  a  decrease  in  the  number  could  result  in  less 
money  for  prison  purposes  from  the  Highway  Fund  even  after 
a  high  raise  in  the  rate. 

Any  reduction  in  the  number  of  prisoners  employed  on  the 
roads  should  be  accompanied  by  an  increase  in  the  number  em- 
ployed in  other  productive  work.  Statutory  authority  already 
exists  for  the  hiring  of  prison  labor  to  other  State  agencies  and 
to  political  subdivisions.  This  undeveloped  potential  might, 
with  proper  cultivation,  produce  new  income  for  the  prisons  and 
at  the  same  time  reduce  the  operating  costs  of  other  tax-sup- 
ported institutions  and  agencies.  An  imaginative  approach  to 
the  problem  of  prisoner  employment,  coupled  with  cooperation 
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from  other  agency  heads,  can  probably  uncover  a  great  variety 
01  public  services  prisoners  could  perform  in  North  Carolina 
that  w^ould  provide  them  with  vocational  training  and  experience, 
increase  prison  income,  and  save  the  taxpayers  money.  Variety 
is  not  only  necessary  for  individualized  employment  assign- 
ments but  also  to  reduce  to  a  minimum  competition  witn  any 
single  segment  of  the  private  economy. 

Statutory  authority  also  exists  for  the  employment  of  prison- 
ers in  prison  industries.  In  North  Carolina,  as  in  most  states 
today,  prison  industries  are  operated  under  the  state-use  system. 
The  principle  of  the  system  is  that  the  State's  prisons  shall  pro- 
duce commodities  for  governmental  use  only  and  shall  not  com- 
pete on  the  open  market  with  private  businesses  employing  free 
labor.  This  system  is  generally  accepted  as  offering  the  best 
possibilities  for  development  of  a  prison  industries  program  de- 
signed to  balance  all  competing  interests.  A  diversified  group 
of  selfsustaining  prison  industries  using  modern  methods  and 
machinery  to  manufacture  a  reasonable  proportion  of  the  prod- 
ucts used  by  tax-supported  institutions  and  governmental  agen- 
cies can  provide  constructive  employment  and  vocational  train- 
ing to  that  group  of  inmates  who  require  and  can  profit  from 
the  acquisition  of  modern  industrial  skills.  In  addition  to  re- 
ducing the  costs  of  prison  operations,  the  State  can  be  saved 
considerable  money  by  purchasing  prison  industry  products  at 
a  lower  price  than  is  obtainable  from  commercial  concerns. 
Competition  with  private  enterprise  is  restricted  within  a  limited 
area.  Diversifying  the  industrial  program  and  keeping  indi- 
vidual prison  industries  operating  on  a  relatively  small  scale 
avoids  concentrating  competition  on  any  one  private  industry; 
it  also  provides  the  variety  in  possible  job  assignments  neces- 
sary to  meet  the  differing  needs  of  individual  prisoners  and  to 
avoid  training  more  prisoners  in  a  particular  kind  of  work  than 
can  be  absorbed  easily  in  the  free  labor  market  as  the  prisoners 
are  released. 

Nevertheless,  private  enterprise  suffers  to  the  extent  that 
products  or  services  purchased  by  the  State  or  any  of  its  political 
subdivisions  from  prison  industries  would  otherwise  have  been 
purchased  from  a  private  business.  Particular  private  busi- 
nesses affected  almost  invariably  protest.  So  do  representatives 
of  labor  interests. 
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Prison  industries  cannot  be  operated  without  competing  to 
some  extent  with  some  sectors  of  private  enterprise.     In  con- 
sidering whether  to  expand  the  prison  industries  program  as  one 
way  of  creating  additional  jobs  for  prisoners  and  obtaining 
additional  income  for  prisons,  the  central  question  is  whether  the 
advantages  inherent  in  diversified  prison  industries  operating 
under  the  state-use  system  should  be  deemed  to  create  public 
interests  that  out-weigh  the  interests  of  private  industries  ad- 
versely aft;'ected.    This  is  a  policy  question  of  great  importance 
and  complexity.     If  the   decision   is  for   expansion,   ancillary 
questions  must  be  answered:    whether  to  provide  a  revolving 
fund  for  this  purpose,  and  if  so,  how  large;  whether  to  permit 
prison  authorities  to  enter  into  contracts  for  the  purchase  of 
equipment  on  a  time  plan  with  payments  made  out  of  profits,  and 
if  so,  what  limit  to  place  upon  the  aggregate  amount  of  such 
purchases;  whether  to  vest  discretion  in  the  prison  authorities 
on  the  choice  and  location  of  new  industries,  or  to  restrict  this 
discretion  in  some  manner;  whether  to  depend  upon  voluntary 
purchases   by   tax-supported   institutions    and    agencies    for    a 
market,  or  to  enact  compulsory  purchase  legislation  as  many 
states  have  done.    If  the  decision  is  against  expansion,  then  de- 
pendence must  be  placed  upon  existing  industries  to  furnish  in- 
dustrial training  opportunities  for  prisoners ;  even  if  all  of  these, 
industries  were  to  reach  peak  production,  fewer  than  five  hun- 
dred prisoners  out  of  the  ten  thousand  in  the  State  Prison  Sys- 
tem could  be  given  work  assignments  that  would  prepare  them 
for  industrial  employment  after  release. 

Agricultural  employment  provides  an  excellent  means  for 
training  prisoners  who  are  likely  to  return  to  farm  work  after 
their  release.  Agricultural  and  related  activities  that  can  be 
successfully  carried  on  in  the  State  Prison  System  are  as  varied 
as  those  for  the  State  itself.  Prison  farm  land  totals  11,000 
acres.  While  the  chief  prison  farm  is  located  in  Halifax  County, 
and  the  two  next  in  order  of  importance  are  both  located  in 
Wake  County,  farms  operated  in  connection  with  prison  camps 
are  located  in  all  parts  of  the  State.  It  has  been  estimated  that 
more  than  1,500  prisoners  could  be  productively  employed  on 
the  farm  land  within  the  State  Prison  System;  less  than  500 
are  assigned  to  farm  work  now.  The  degree  of  expansion  pos- 
sible for  the  farm  program  will  depend  upon  decisions  made 
respecting  basic  policies  on  the  employment  of  prisoners. 
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As  we  have  indicated,  the  problems  involved  in  policy  changes 
respecting  prison  labor  are  exceedingly  complex.  Dr.  MacCor- 
mick,  viewing  these  problems  as  a  penologist,  recommended  that 
short-term  misdemeanants  and  felons  unresponsive  to  ordinary 
methods  of  rehabilitation  and  training  be  employed  on  the  roads, 
and  that  prisoners  deemed  salvagable  be  utilized  on  work  hav- 
ing vocational  training  value  or  in  organized  training  activities. 
The  firm  of  Parsons,  Brinckerhoff ,  Hall  and  MacDonald,  viewing 
these  problems  as  highway  engineering  experts,  recommended 
that  only  honor  grade  prisoners  selected  on  the  basis  of  their  po- 
tential tenure  and  efficiency  on  the  job  be  employed  for  five  or 
six  road  construction  projects  requiring  about  a  hundred  prison- 
ers each.  We  have  considered  these  problems  with  the  viewpoint 
of  a  commission  charged  with  recommending  measures  that  will 
balance  all  competing  interests  involved.  In  our  opinion  policy 
changes  in  this  area  must  be  made  gradually  so  as  to  permit 
implementation  in  a  manner  that  will  avoid  a  serious  inmate 
idleness  problem  and  assure  sufficient  funds  for  prison  purposes 
without  endangering  the  State's  share  of  Federal  funds  for  road 
construction  or  competing  excessively  with  any  segment  of  the 
private  economy. 

11.    Measures  Recommended.  ' 

In  our  opinion,  any  improvements  in  the  State  Prison  System 
that  an  independent  agency  could  achieve  in\  the  next  hiennium 
can  be  achieved  by  the  Prison  Division  operating  within  the 
framework  of  the  existing  organizational  structure  but  with  the 
greater  degree  of  independence  that  would  result  from  adoption 
by  the  1955  General  Assembly  of  the  following  recommendations. 

A.  Relieve  State  Highivay  and  Public  Works  Commission  of 
administrative  responsibilities  respecting  the  State  Prison  Sys- 
tem. Upon  its  creation  in  1933,  the  State  Highway  and  Public 
Works  Commission  succeeded  to  all  of  the  rights,  powers,  and 
duties  previously  possessed  by  the  State  Prison  Department.  In 
addition  to  rule-making  and  policy-forming  functions,  the  Gen- 
eral Statutes  confer  many  particular  powers  and  impose  a  num- 
ber of  specific  responsibilities  of  an  administrative  nature  upon 
the  Commission  with  respect  to  the  State  Prison  System.  Al- 
though in  practice  the  Commission  delegates  most  of  its  admin- 
istrative authority  respecting  prisons  to  the  Director  of  Prisons, 
it  cannot  delegate  its  responsibilities. 
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We  recommend  that  the  General  Statutes  be  amended  to  pro- 
vide that  the  administrative  and  executive  powers  and  duties 
respecting  the  State  Prison  System  now  vested  in  the  State  High- 
way and  Public  Works  Commission  be  vested  in  the  Director  of 
Prisons,  to  be  administered  by  him  in  accordance  with  con- 
trolling law  under  rules  and  regulations  established  by  him  with 
the  approval  of  the  Prison  Advisory  Council,  the  State  Highway 
and  Public  Works  Commission,  and  the  Governor  of  North 
Carolina. 

If  made,  these  changes  would  relieve  the  Commission  of  re- 
sponsibility for  administrative  decisions  that  should  be  made 
by  the  Director  of  Prisons  and  for  which  he  alone  should  be  held 
accountable.  Furthermore,  making  the  initial  formulation  of 
prison  rules  and  regulations  a  function  of  the  Director  of  Prisons 
will  emphasize  the  fact  that  he  is  the  official  immediately  re- 
sponsible for  proper  administration  of  the  State  Prison  System. 
Requiring  the  Director  to  secure  the  approval  as  well  as  the 
advice  of  the  Prison  Advisory  Council  on  rules  and  regulations 
will  increase  the  importance  of  an  agency  created  for  the  pur- 
pose of  promoting  in  the  State  Prison  Systeni  practices  con- 
sistent with  the  best  modern  concepts  and  experience  directed 
tovv^ard  the  rehabilitation  of  prisoners.  Continuing  to  require 
the  approval  of  the  State  Highway  and  Public  Works  Commis- 
sion on  prison  rules  and  regulations  will  permit  the  Commission 
to  exercise  that  measure  of  control  necessary  to  justify  keeping 
the  present  financial  arrangement.  The  Governor's  approval 
is  now  required  on  most  prison  rules  and  regulations ;  it  will 
simplify  the  adoption  process  and  assure  compliance  with  basic 
State  policy  to  require  his  approval  on  all  of  them. 

B.  Change  method  of  appointing  and  removing  the  Director 
of  Prisons.  In  the  twenty  years  from  the  establishment  of  the 
State  Highway  and  Public  Works  Commission  in  1933  to  the 
appointment  of  the  present  members  of  the  Commission  in  1953, 
the  chairmanship  and  most  of  the  membership  of  the  Commis- 
sion have  been  changed  by  every  new  Governor.  During  this 
twenty -year  period  there  have  been  ten  changes  in  the  chairman- 
ship. Under  present  law  the  authority  to  employ  a  Director  of 
Prisons  is  vested  wholly  in  the  State  Highway  and  Public  Works 
Commission ;  the  Commission  is  also  authorized  to  discharge  the 
Director,  but  only  with  the  consent  and  approval  of  the  Gover- 
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nor.  The  person  occupying  the  position  of  Director  of  Prisons 
has  been  replaced  twelve  times  in  the  twenty  years  from  1933  to 
1953.  The  State  Prison  System  has  unquestionably  suffered 
from  a  lack  of  continuity  in  administration. 

We  recommend  that  the  State  Highway  and  Public  Works 
Commission  be  vested  with  the  power  and  duty  to  appoint  a 
Director  of  Prisons,  subject  to  the  approval  of  the  Governor; 
that  the  Director  be  appointed  for  a  four-year  term  commencing 
one  year  from  the  first  day  of  January  of  the  year  following  the 
year  a  Governor  is  regularly  elected;  that  the  Commission  be 
authorized  to  remove  the  Director,  with  the  consent  and  ap- 
proval of  the  Governor,  at  any  time  after  notice  and  hearing  for 
gross  inefficiency,  neglect  of  duty,  malfeasance,  misfeasance,  or 
nonfeasance  in  office;  that  appointments  to  fill  vacancies  in  the 
office  created  by  the  death,  resignation,  or  removal  for  cause  of 
a  Director  of  Prisons  be  limited  to  the  unexpired  term  of  that 
Director. 

If  made,  this  change  would  bring  the  statutes  in  accord  with 
practice  so  far  as  the  method  of  appointing  a  Director  is  con- 
cerned. But  its  chief  purpose  would  be  to  provide  a  fixed  term 
long  enough  to  permit  a  Director  to  plan  and  place  into  operation 
a  program  of  improvements,  with  the  final  year  overlapping  the 
term  of  a  new  Governor  so  that  he  and  any  new  Commissioners 
that  he  might  appoint  would  have  an  opportunity  to  become  inti- 
mately acquainted  with  the  work  and  qualities  of  a  Director 
before  either  reappointing  or  replacing  him.  While  this  change 
would  enhance  considerably  the  chances  of  an  able  Director  to 
continue  in  office,  it  would  not  make  too  difficult  the  replacement 
of  a  Director  who  fails  to  win  the  confidence  of  a  new  Governor 
and  a  new  Commission,  or  who  fails  to  perform  properly  the 
functions  of  his  office. 

C.  Change  method  of  appointing  and  removing  other  prison 
personnel. 

The  State  Highway  and  Public  Works  Commission  now  has 
the  power  to  appoint  and  to  discharge  at  will  prison  personnel 
subordinate  to  the  Director  of  Prisons. 

We  recommend  that  the  Director  be  vested  with  the  power  to 
appoint  prison  personnel  subordinate  to  him,  and  to  remove  them 
for  cause  after  notice  in  writing  and  an  opportunity  to  be  heard. 
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This  change,  together  with  a  change  in  the  method  of  appoint- 
ing and  removing  the  Director  of  Prisons  as  outlined  above, 
v^ould  permit  achievement  of  as  much  staff  stability  as  w^ould  be 
desirable  during  the  transitional  period  from  one  type  of  prison 
system  to  another.  A  competent  Director  of  Prisons,  secure  in 
his  office  for  a  minimum  of  four  years  and  w^ith  bright  prospects 
for  reappointment,  possessed  of  the  pov^er  to  appoint  qualified 
personnel  and  to  remove  them  for  cause,  could  hold  out  the 
promise  of  a  career  service  to  young  recruits.  In  the  course  of 
time,  by  intensive  in-service  training  and  promotion  from  v^ithin 
on  the  basis  of  merit,  he  could  build  a  chain  of  command  capable 
of  carrying  out  at  the  unit  level  progressive  policies  designed  to 
bring  North  Carolina  to  the  forefront  in  penal-correctional  ad- 
ministration. 

D.  Prohibit  prison  supervisory  personnel  from  engaging  in 
certain  political  activities.  Removal  of  prison  personnel  from 
undue  involvement  w^ith  politics  is  frequently  stated  as  one  ob- 
jective of  proposals  for  reorganizing  the  State  Prison  System. 
We  believe  this  can  be  accomplished  by  enacting  a  statute  pro- 
viding that  neither  the  Director  of  Prisons  nor  any  other  person 
employed  in  a  supervisory  capacity  in  the  State  Prison  System 
shall  be  permitted  to  use  his  position  to  influence  elections  or  the 
political  action  of  any  person,  serve  as  a  member  of  the  cam- 
paign committee  of  any  political  party,  interfere  with  or  partici- 
pate in  the  preparation  for  any  election  or  the  conduct  thereof  at 
the  polling  place,  or  be  personally  concerned  in  the  demanding, 
soliciting  or  receiving  of  any  assessments,  subscriptions  or  con- 
tributions, whether  voluntary  or  involuntary,  to  any  political 
party.    We  recommend  that  this  be  done. 

E.  Prepjare  and  plan  for  additional  changes.  In  order  to 
make  adequate  preparations  and  plans  for  additional  legislative 
changes  respecting  the  organization  and  administration  of  the 
State  Prison  System,  we  recommend: 

1.  That  cost  studies  he  made  of  the  North  Carolina  Prison 
System  as  compared  with  prison  costs  in  other  states. 

2.  That  the  following  measures  he  taken  hy  the  State  High- 
way and  Puhlic  Works  Commission  and  the  Director  of  Prisons, 
working  closely  with  the  Prison  Advisory  Council. 

a.  Determine  the  approximate  numher  and  type  of  pris- 
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oners  that  should  be  employed  in  dijf  event  kinds  of  road  ivork  and 
related  activities,  taking  into  consideration  all  competing  inter- 
ests involved.  The  appropriateness  of  such  work  for  various 
types  of  prisoners,  as  well  as  their  relative  efficiency,  will  need 
to  be  considered.  Also  involved  is  the  development  of  other  po- 
tentialities for  productive  employment  of  able-bodied  prisoners 
in  work  that  can  be  performed  without  adversely  affecting  cor- 
rectional programs  or  competing  excessively  with  any  segment 
of  tiie  private  economy. 

b.  Devise  a  formula  for  establishing  a  fair  rate  for  prison 
labor  employed  on  the  roads  (1)  if  only  the  number  and  type  of 
prisoners  that  should  be  were  so  employed  and  (2)  if  no  unearned, 
money  ivere  furnished  from  the  Highivay  Fund  for  penal-correc- 
tional purposes.  This  will  require  careful  cost  accounting  on 
comparable  highway  maintenance  and  construction  projects  per- 
formed with  and  without  the  use  of  prison  labor. 

c.  Develop  a  long-range  master  plan  for  the  construction 
and  alteration  of  physical  facilities  in  the  State  Prison  System. 
Particular  attention  should  be  given  to  the  question  of  whether  a 
reduction  in  the  number  of  prisoners  employed  on  the  roads 
should  be  accompanied  by  consolidation  of  prison  units  in  order 
to  achieve  the  economy  of  prison  operation  and  improvement  of 
correctional  programs  that  would  follow  from  greater  concentra- 
tion of  prison  population.  At  present  only  four  of  the  ninety- 
three  separate  prison  units  house  more  than  150  prisoners.  About 
eight  thousand  of  the  ten  thousand  prisoners  in  the  State  Prison 
System  are  assigned  to  road  camps.  The  maximum  capacity  for 
some  camps  is  75  inmates ;  most  are  designed  for  100 ;  a  few  will 
house  a  larger  number,  but  none  more  than  150.  The  many  small 
units  make  it  possible  to  separate  the  heterogeneous  mass  of 
prisoners  into  a  number  of  more  or  less  homogeneous  groups.  But 
the  staff  and  facilities  needed  for  basic  services  have  had  to  be 
duplicated  for  each  small  unit;  therefore,  it  has  not  been  feasible 
to  add  the  specialized  personnel  and  facilities  required  to  imple- 
ment individualized  treatment  and  training  programs  for  the 
prisoners.  By  consolidating  a  part  of  the  prison  camp  popula- 
tion in  several  carefully  designed  institutions,  it  will  be  possible 
to  reduce  the  number  of  personnel  now  needed  for  housekeeping 
and  custodial  purposes  and  provide  more  professional  personnel 
for  the  rehabilitation  program. 
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d.  Conduct  a  series  of  pilot  programs  to  test  the  effective- 
ness and  determine  the  costs  of  different  methods  for  aiding  in 
the  rehabilitation  of  prisoners  classified  and  segregated  accord- 
ing to  their  individual  needs.  Opinions  differ  on  methods  to 
deal  with  convicted  offenders.  Information  now  available  about 
the  influence  of  various  prison  programs  upon  the  conduct  of 
offenders  after  their  release  is  insufficient  to  permit  sound  judg- 
ments to  be  made  on  the  methods  for  institutional  treatment 
upon  which  the  State  should  spend  its  limited  funds.  Voca- 
tional training,  academic  education,  religious  instruction,  recrea- 
tional activities,  medical,  psychiatric,  psychological,  and  case- 
work services  have  been  used  for  rehabilitative  purposes.  Re- 
search on  the  effects  of  these  different  methods  is  badly  needed. 
By  carefully  controlled  pilot  programs,  it  should  be  possible  with 
a  minimum  of  expenditure  to  test  the  effectiveness  of  different 
methods  and  combination  of  methods  for  different  types  of 
prisoners.     At  the  same  time  cost  data  can  be  assembled. 

3.  That  a  report  on  the  results  of  the  studies  and  measures 
ive  have  recommended  he  submitted  to  the  Governor  and  to  the 
General  Assembly  as  soon  as  the  studies  have  reached  a  point 
that  will  permit  conclusions  to  be  draivn  as  to  the  next  steps  to 
be  taken. 
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His  Excellency 

Governor  of  North  Carolina 

Raleigh,  North  Carolina 

Your  Excellency: 

The  Commission  on  Reorganization  of  State  Government  here- 
with transmits  its  Report  on  Welfare  and  Mental  Health. 

We  have  combined  the  reports  on  these  two  subjects  solely 
for  the  sake  of  convenience.  We  submit  them  for  your  ap- 
proval. 

Respectfully, 

David  Clark 
John  D.  Larkins,  Jr. 
William  F.  Marshall 
R.  Grady  Rankin 
W.  Frank  Taylor 

C.  W.  TiLSON 

Thomas  Turner 

Harriet  L.  Herring,  Secretary 

William  B.  Rodman,  Jr.^  Chairman 


WELFARE  AREA 
Agencies  Dealt  With 

1.  The  State  Board  of  Public  Welfare 

2.  The  State  Commission  for  the  Blind 

3.  The  Eugenics  Board 

4.  The  State  Board  of  Pensions 

5.  The  Confederate  Woman's  Home  Association 

Introduction 

This  report  deals  with  the  basic  functions  being  performed 
by  the  agencies  within  the  Welfare  area,  the  relationships  exist- 
ing between  those  functions,  and  our  findings  and  recommenda- 
tions. 

.  1.  THE  STATE  BOARD  OF  PUBLIC  WELFARE.  In  sum- 
f  marized  form,  the  basic  functions  of  the  State  Board  of  Public 
Welfare  are : 

(1)  Supervising  the  administration  of  the  public  assistance 
programs  of  Old  Age  Assistance,  Aid  to  Dependent  Children, 
and  Aid  to  the  Permanently  and  Totally  Disabled,  and  the  ren- 
dering of  appropriate  social  services. 

(2)  Licensing  of :  certain  boarding  homes  for  persons  who  are 
aged  and  infirm;  homes  receiving,  caring  for,  and  placing  chil- 
dren; private  homes  or  institutions  for  the  cure  and  treatment 
of  mentally  disordered  persons,  mentally  defectives,  feeble- 
minded persons,  and  inebriates;  certain  organizations  desiring 
to  solicit  public  aid  for  charitable  and  other  public  purposes; 
and  individuals  soliciting  alms  for  their  own  livelihood  or  for 
the  livelihood  of  another. 

(3)  Investigating  and  making  reports  concerning  all  county 
or  district  jails,  municipal  jails,  city  lock-ups,  county  homes, 
prison  camps,  and  all  other  institutions  of  a  penal  or  charitable 
nature. 

(4)  Providing  certain  child  welfare  services  including  locat- 
l   ing,  licensing,  and  placing  certain  children  in  foster  homes  and 

day  care  facilities;  adoption  services;  juvenile  court  services; 
I    psychological  examinations;   special  services  to   crippled   and 
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handicapped  children ;  preparation  of  social  studies  for  children 
committed  to  state  training  schools  and  supervision  of  children 
conditionally  released  therefrom;  and  issuance  of  employment 
and  age  certificates  for  minors. 

(5)  Providing  special  services  to  the  aged. 

(6)  Investigating,  studying,  and  reporting  on  social  conditions 
resulting  in  social  and  economic  problems. 


(7)  Providing  certification  services  for  medical  care,  hospi- 
talization, and  other  services  to  indigents. 

(8)  Providing  non-financial  services  of  a  preventive,  protec- 
tive, and  rehabilitative  nature.  As  examples,  supervision  of 
parolees  from  penal  institutions;  family  adjustment  services; 
arid  investigations  for  selective  service  boards. 

2.  THE  STATE  COMMISSION  FOR  THE  BLIND.  In  sum- 
marized form,  the  basic  functions  of  the  State  Commission  for 
the  Blind  are: 

(1)  Supervising  the  public  assistance  program  of  Aid  to  the 
Blind  and  rendering  appropriate  specialized  services. 

( 2 )  Providing  medical  assistance  and  rehabilitation  programs 
for  the  blind.     " 

S.  THE  EUGENICS  BOARD.  The  basic  function  of  the 
Eugenics  Board  is  the  hearing  and  approving  or  denying  peti- 
tions for  eugenical  sterilization. 

4.  THE  STATE  BOARD  OF  PENSIONS.  The  basic  func- 
tion of  the  State  Board  of  Pensions  is  to  administer  pensions  to 
eligible  Confederate  veterans,  their  widows,  and  servants. 

5.  THE  CONFEDERATE  WOMAN'S  HOME  ASSOCIATION. 
The  basic  function  of  the  Confederate  Woman's  Home  Associa- 
tion ia  to  maintain  and  operate  the  Confederate  Woman's  Home. 


Explanation  of  Findings  and  Recommendations 

After  studying  the  functions  being  performed  by  the  welfare 
agencies,  we  examined  the  relationships  between  those  functions 
to  determine  if  there  should  be  a  consolidation,  separation, 
change,  or  abolition  of  one  or  more  of  them  in  the  interest  of 
more  eflficient  and  economical  administration  of  state  govern- 
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ment.    So  far  as  the  relationships  between  the  functions  within 
this  area  are  concerned,  the  following  is  noted : 

1.  The  function  of  maintaining  and  operating  the  Confed- 
erate Woman's  Home  does  not  appear  to  be  sufficiently  related  to 
a  function  being  carried  out  by  any  other  agency  within  the 
area  to  warrant  any  consolidation.  Residents  are  not  eligible 
for  a  pension  from  the  State  Board  of  Pensions ;  the  Commission 
for  the  Blind  and  the  Eugenics  Board  have  no  activities  related 
to  the  Association;  and  the  State  Board  of  Public  Welfare,  al- 
though interested  in  homes  for  aged  persons,  does  not  actually 
maintain  and  operate  any  homes  as  does  the  Confederate  Wom- 
an's Home  Association. 

2.  The  function  of  administering  pensions  to  Confederate 
veterans,  their  widows,  and  servants  does  not  appear  to  be 
sufficiently  related  to  any  other  functions  within  the  area  to 
warrant  any  consolidation.  The  functions  of  the  Commission 
for  the  Blind  and  the  Eugenics  Board  are  obviously  not  related 
to  that  of  the  State  Board  of  Pensions;  and  the  State  Board 
of  Public  Welfare  is  supervising  programs  of  financial  assistance 
based  on  need  whereas  the  pensions  administered  by  the  State 
Board  of  Pensions  are  received  as  a  matter  of  right  by  those 
eligible,  irrespective  of  need. 

3.  The  function  of  approving  or  denying  petitions  for  eugen- 
ical  sterilization,  although  closely  related  administratively  to 
the  State  Board  of  Public  Welfare,  should  not  be  transferred  to 
the  State  Board  of  Public  Welfare.  The  facilities  of  the  State 
Board  of  Public  Welfare  are  used  in  the  day-to-day  operations 
of  the  Eugenics  Board.  Nevertheless,  the  fact  that  eugenical 
sterilization  and  the  reasons  for  eugenical  sterilization  are 
largely  medical  problems  makes  it  appear  that  a  transfer  of  this 
function  from  a  board  which  has  medical  persons  on  it  to  a 
board  which  does  not  necessarily  include  medical  persons  within 
its  membership  would  not  be  desirable. 

4.  The  functions  of  rehabilitating  the  blind  and  providing 
for  medical  services  to  the  blind  do  not  appear  to  be  sufficiently 
related  to  any  of  the  functions  being  performed  by  the  other 
welfare  agencies  to  warrant  any  consolidation.  (The  relation- 
ships between  these  functions  and  the  functions  being  performed 
by  agencies  outside  the  welfare  area  will  be  considered  sub- 
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sequently).  There  is  a  similarity  between  these  functions  and 
a  function  of  the  State  Board  of  Public  Welfare  in  that  both 
agencies  secure  medical  and  rehabilitation  services  for  persons 
in  need  of  those  services.  However,  one  agency  works  with 
sighted  persons  and  the  other  with  blind  persons;  also,  the 
Commission  for  the  Blind  actually  conducts  rehabilitation  pro- 
grams whereas  the  State  Board  of  Public  Welfare  normally  re- 
fers persons  in  need  of  these  services  to  other  agencies  which 
conduct  the  rehabilitation  programs. 

Points  of  Special  Concern  to  the  Commission 

1.  Consolidation  of  Functions  Within  the  Welfare  Area 

We  considered  at  some  length  the  relationships  between  the 
function  of  supervising  the  public  assistance  program  of  Aid 
to  the  Blind,  which  is  being  carried  out  by  the  State  Commis- 
sion for  the  Blind,  and  the  function  of  supervising  the  public 
assistance  programs  of  Old  Age  Assistance,  Aid  to  Dependent 
Children,  and  Aid  to  the  Permanently  and  Totally  Disabled, 
which  function  is  being  performed  by  the  State  Board  of  Public 
Welfare.  We  find  that  there  would  be  some  savings  in  man- 
power and  materials  if  the  function  of  supervising  the  public 
assistance  program  of  Aid  to  the  Blind  were  transferred  to  the 
State  Board  of  Public  Welfare  to  be  grouped  with  the  function  of 
supervising  the  public  assistance  programs  of  Old  Age  Assist- 
ance, Aid  to  Dependent  Children,  and  Aid  to  the  Permanently  and 
Totally  Disabled.  To  carry  out  their  statutory  duties  with 
respect  to  these  functions,  both  the  Commission  for  the  Blind 
and  the  State  Board  of  Public  Welfare  are  required  to :  establish, 
and  from  time  to  time  alter,  amend,  add,  and  delete  rules  and 
regulations  concerning  policies  and  procedures  for  determining 
eligibility,  preparing  and  preserving  case  records,  handling  pay- 
ments, making  reviews  to  determine  continuing  eligibility,  hear- 
ing appeals,  and  carrying  out  all  phases  of  these  public  assistance 
programs.  Both  agencies  have  established  personnel  policies 
and  procedures  in  conformity  with  merit  sj^stem  requirements; 
both  agencies  have  established  a  division  headed  by  a  director  or 
supervisor  to  carry  out  these  programs;  both  agencies  employ 
field  representatives  to  act  in  a  liaison  capacity  between  the 
state  office  and  the  county  departments  of  public  welfare;  both 
agencies  review  and  aid  the  county  superintendents  of  public 
welfare  in  performing  the  local  administration  of  these  pro- 
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grams  (the  county  departments  of  public  welfare  administer 
the  Old  Age  Assistance,  Aid  to  Dependent  Children,  and  Aid  to 
the  Permanently  and  Totally  Disabled  programs  by  statute  and 
the  county  superintendents  of  public  welfare  administer  the  Aid 
to  the  Blind  program  as  agents  of  the  Board  of  County  Commis- 
sioners) ;  both  agencies  hear  appeals  from  applicants  for  or 
recipients  of  assistance;  both  agencies  allot  certain  federal  and 
state  funds  to  the  various  counties  for  carrying  out  these  pro- 
grams ;  and  both  agencies  make  required  reports  to  agencies  of 
the  federal  government. 

In  spite  of  these  overlappings,  we  find  that  there  are  other 
considerations  which  indicate  that  such  a  transfer  should  not 
be  made.  The  policy  of  the  Legislature  has  been  to  make  an 
independent  agency,  the  State  Commission  for  the  Blind,  re- 
sponsible for  all  governmentally  sponsored  programs  for  the 
blind ;  the  ability  of  the  Commission  for  the  Blind  to  achieve  its 
ultimate  purpose  would  be  diminished  if  it  were  not  responsible 
for  all  programs  for  the  blind ;  the  problems  of  the  blind  are  so 
different  from  those  of  sighted  persons  that  special  training 
and  procedures  are  required  to  deal  with  them  and,  therefore, 
this  should  be  the  responsibility  of  a  single  state  agency  which 
can  give  its  full  time  and  energies  to  the  work  of  the  blind; 
and,  private  groups  which  today  render  numerous  services  to 
the  blind  worked  for  the  creation  of  a  state  agency  for  the  blind 
(the  extent  to  which  these  private  groups  would  continue  to 
render  so  many  services  to  the  blind  if  this  transfer  were  made 
is  questionable). 

We  find  that  although  only  three  states  have  independent 
agencies  working  exclusively  with  blind  persons,  our  State  Com- 
mission for  the  Blind  has  accomplished  outstanding  results, 
particularly  in  the  area  of  rehabilitation.  During  the  1950-52 
biennium  over  ten  per  cent  (672)  of  the  total  number  of  blind 
persons  rehabilitated  into  employment  in  the  United  States 
(6,425)  were  rehabilitated  in  North  Carolina. 

2.  Consolidation  of  Functions  Within  the  Welfare  Area  with 
Functions  Outside  the  Welfare  Area 
Consideration  was  given  to  a  possible  transfer  of  the  function 
of  rehabilitating  the  blind  (which  function  is  presently  being 
carried  out  by  the  Commission  for  the  Blind)  to  the  Vocational 
Rehabilitation  Division  of  the  State  Board  of  Education. 
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The  ultimate  purpose  of  each  of  these  functions  is  to  provide 
rehabilitation  services  to  disabled  persons  so  that  they  may 
become  self-sustaining  citizens.  The  requirements  under  the 
federal  legislation  concerning  rehabilitation  v^hich  must  be  met 
in  order  to  receive  federal  participation  are  practically  the  same 
for  both  of  these  programs  (except  for  eligibility  requirements, 
of  course).  The  policies  and  procedures  for  establishing  eligi- 
bility and  carrying  out  the  various  phases  of  these  programs  ai*e 
substantially  the  same. 

We  find  that  to  carry  out  their  statutory  duties  with  respect 
to  these  functions,  both  the  State  Commission  for  the  Blind 
and  the  Division  of  Vocational  Rehabilitation  have  to  establish, 
and  from  time  to  time  alter,  amend,  add,  and  delete  rules  and 
regulations  concerning  policies  and  procedures  for  determining 
eligibility,  feasibility,  handling  case  records,  and  for  carrying 
out  all  phases  of  these  programs;  both  agencies  employ  coun- 
selors to  carry  out  these  programs,  working  out  of  district  of- 
fices ;  both  agencies  employ  a  director  or  supervisor  to  head  their 
respective  rehabilitation  divisions;  both  agencies  hear  appeals 
from  applicants  for  or  recipients  of  rehabilitation  services ;  and 
both  agencies  are  making  counseling  and  guidance,  training, 
placement,  and  post-placement  follow-up  services  available  to 
certain  disabled  persons  who  are  totally  or  partially  incapaci- 
tated for  employment.  Thus,  we  find  that  a  duplication  of  duties 
does  exist  as  to  these  aspects  of  the  two  functions. 

We  find  that  if  such  a  transfer  were  made,  one  state  agency 
would  be  responsible  for  the  rehabilitation  of  all  disabled  per- 
sons. But,  at  the  same  time,  this  would  split  the  responsibility 
for  services  to  the  blind. 

In  spite  of  the  fact  that  there  would  possibly  be  some,  but  not 
a  substantial,  saving  of  manpower  and  material  if  such  a  trans- 
fer were  made,  we  find  that  there  are  other  considerations  which 
indicate  that  such  a  transfer  should  not  be  made.  The  policy 
of  the  Legislature  has  been  to  make  an  independent  agency, 
the  State  Commission  for  the  Blind,  responsible  for  all  govern- 
mentally  sponsored  programs  for  the  blind;  the  ability  of  the 
Commission  for  the  Blind  to  achieve  its  ultimate  purpose  would 
be  diminished  if  it  were  not  responsible  for  all  programs  for 
the  blind ;  the  problems  of  the  blind  are  so  different  from  those 
of  sighted  persons  that  special   training  and   procedures  are 
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required  to  deal  with  them  and,  therefore,  all  work  for  the 
blind  should  be  the  responsibility  of  a  single  state  agency; 
private  groups  which  today  render  numerous  services  to  the 
blind  worked  for  the  creation  of  a  state  agency  which  would 
deal  exclusively  with  the  blind  (the  extent  to  which  these 
private  agencies  would  continue  to  render  services  to  the  blind 
if  such  a  transfer  were  made  is  questionable)  ;  and,  it  is 
necessary  for  the  agency  placing  blind  persons  in  employ- 
ment to  create  jobs  for  them,  either  in  jobs  established  by  the 
Commission  for  the  Blind  or  in  private  industry.  The  Com- 
mission for  the  Blind  creates  jobs  for  the  blind  whereas  the 
Division  of  Vocational  Rehabilitation  does  not  create  jobs  for 
its  rehabilitated  clients  but  secures  them  largely  through  other 
public  and  private  agencies. 

Recommendation 

After  giving  full  consideration  to  all  of  the  factors  involved, 
we  recommend  that  at  this  time  there  not  be  a  transfer  or  re- 
asignment  of  any  of  the  functions  being  performed  by  agen- 
cies within  the  welfare  area. 


a^ 


MENTAL  HEALTH 

Introduction 

The  state  agencies,  with  their  primary  mental  health  func- 
tions, which  have  been  included  in  our  studies  are  as  follows : 

1.  THE  STATE  BOARD  OF  HEALTH.  This  agency  has  a 
Mental  Health  Section  the  primary  function  of  which  is  the  ad- 
ministration of  federal  funds  to  six  mental  hygiene  clinics  lo- 
cated throughout  the  state.  To  a  limited  extent,  the  Mental 
Health  Section  provides  the  clinics  with  consultation  and  advice 
on  administrative  matters  and  disseminates  information  (films 
and  publications)  dealing  with  mental  health  problems.  The 
section  also  formulates  plans  for  improvement  of  existing  men- 
tal health  facilities  other  than  those  having  to  do  with  institu- 
tional care  and  treatment. 

.    2.  THE  SCHOOL  HEALTH  COORDINATING  SERVICE. 

This  is  a  non-statutory  body  created  by  the  State  Department 
of  Public  Instruction  and  the  State  Board  of  Health  for  the 
development  of  physical  education  and  health  programs  in  the 
public  schools.  The  Service  administers  a  $550,000  school  health 
appropriation,  with  the  bulk  of  this  fund  applied  to  payment  for 
various  medical  and  dental  services  for  school  children.  Work- 
ing with  this  program  is  a  mental  hygiene  consultant  represent- 
ing the  Mental  Health  Section  of  the  State  Board  of  Health.  He 
devotes  full  time  to  the  School  Health  Coordinating  Service  in 
the  promotion  of  mental  hygiene  in  the  public  schools. 

3.  THE  STATE  BOARD  OF  PUBLIC  WELFARE.  This 
agency  has  a  Division  of  Psychiatric  and  Psychological  Services 
with  an  authorized  strength  of  a  part-time  psychiatrist  and  five 
(5)  psychologists.  Most  of  the  work  of  the  psychologists  is 
with  children,  in  connection  with  adoptions  and  admissions 
into  child  care  institutions,  training  schools  or  institutions  for 
the  mentally  defective.  Interviews  and  evaluations  are  also 
made  of  cases  receiving  welfare  assistance,  and  adults  are  ex- 
amined in  connection  with  possible  recommendations  for  steri- 
lizations made  to  the  Eugenics  Board.  Additional  activities 
of  the  psychologists  include  consultations  with  the  staffs  of 
public  schools  upon  request  from  the  schools,  and  presentation 
of  talks  on  mental  health  to  various  groups.    Whenever  possible, 
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particularly  difficult  cases  which  welfare  workers  may  have  are 
referred  to  the  part-time  psychiatrist  for  examination,  such 
i  examination  being  utilized  also  as  an  instructional  device  in 
staff  meetings  of  welfare  employees.  The  Division  of  Psychi- 
atric and  Psychological  Services  also  carries  out  the  State  Board 
of  Public  Welfare's  responsibility  for  the  inspection  of  public 
and  private  mental  institutions  and  the  licensing  of  private 
institutions  caring  for  mental  patients  and  alcoholics. 

4.  THE  EUGENICS  BOARD.  This  board  is  responsible 
for  the  administration  of  the  statutes  which  authorize  steriliza- 
tion of  (1)  the  feeble-minded,  (2)  epileptics,  and  (3)  the  men- 
tally ill,  whenever  such  would  be  for  the  good  of  the  individual 
or  in  the  public  interest.  Processing  of  petitions  and  other 
proceedings  before  the  board  are  supervised  by  its  executive 
secretary  (a  full-time  employee)  who  also  keeps  local  welfare 
authorities  and  other  officials  and  agencies  informed  of  the 
activities  and  functions  of  the  board.  Local  welfare  department 
employees  compile  the  detailed  information  on  individual  cases 
brought  before  the  board.  The  Eugenics  Board  is  composed  of 
an  ex-officio  membership  consisting  of  the  Attorney  General, 
the  Commissioner  of  Public  Welfare,  the  State  Health  Officer, 
the  chief  medical  officer  of  the  Raleigh  state  hospital,  and  the 
chief  medical  officer  of  one  of  the  state's  other  mental  hospitals. 

5.  THE  MEDICAL  CARE  COMMISSION.  Two  functions 
of  this  commission  are  directly  concerned  with  mental  health. 
In  its  hospital  construction  aid  program  it  has  influenced  the 

^  provision  of  one  or  more  rooms  in  general  hospitals  for  mental 
patients  waiting  admission  to  state  institutions.  In  the  case 
of  existing  hospitals  it  has  assisted  in  procuring  financial  and 
planning  aid  for  alteration  of  existing  rooms  for  the  temporary 
accommodation  of  mental  patients.  Also  the  Medical  Care 
Commission  has  responsibility  for  administering  a  $50,000  stu- 
dent loan  fund  (authorized  by  the  General  Assembly  in  1953) 
available  only  to  medical  students  and  nurses  specializing  in 
psychiatry.  A  beneficiary  of  the  loan  is  required  upon  comple- 
tion of  his  training  to  agree  to  employment  with  one  of  the 

K  four  state  mental  hospitals  for  one  year  for  each  year's  tuition 
borrowed,  at  the  regular  salary  scales  prevailing  in  the  insti- 
tution at  the  time.    One  year's  employment  in  one  of  the  insti- 

f  tutions  liquidates  one  year's  loan. 
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6.  THE  HOSPITALS  BOARD  OF  CONTROL.  Responsibi- 
lity for  the  management  and  control  of  the  state  mental  hospitals 
at  Raleigh,  Goldsboro,  Morganton  and  Camp  Butner,  the  Cas- 
well Training  School  at  Kinston  for  white  feeble-minded  chil- 
dren, and  the  Alcoholic  Rehabilitation  Program  is  vested  in  the 
Hospitals  Board  of  Control.  The  Board,  composed  of  fifteen 
(15)  members  appointed  by  the  Governor,  in  turn  appoints  a 
general  superintendent  of  mental  hygiene  who  has  over-all  medi- 
cal responsibility  for  the  institutions  and  a  general  business  man- 
ager who  has  over-all  business  and  fiscal  management  of  the 
institutions. 

7.  UNIVERSITY  OF  NORTH  CAROLINA  MEDICAL 
SCHOOL  AND  TEACHING  HOSPITAL.  The  North  Carolina 
Memorial  Hospital  at  Chapel  Hill  has  a  psychiatric  wing  of 
some  75  beds,  only  recently  completed.  This  psychiatric  wing, 
in  addition  to  its  treatment  and  care  functions,  will  serve  as 
a,  teaching  and  training  center  in  psychiatry  and  allied  pro- 
fessional fields  together  with  the  Department  of  Psychiatry  of 
the  University  Medical  School. 

8.  THE  MENTAL  HEALTH  COUNCIL.  This  agency  was 
created  by  the  General  Assembly  in  1945  and  is  composed  of 
sixteen  members:  the  General  Superintendent  of  Mental  Hy- 
giene, the  chairman  of  the  Hospitals  Board  of  Control,  the 
Commissioner  of  Public  Welfare,  the  director  of  the  State  Board 
of  Welfare's  Division  of  Psychiatric  and  Psychological  services, 
the  general  business  manager  for  mental  institutions,  the  State 
Superintendent  of  Public  Health,  a  representative  of  the  Clerk 
of  Courts  Association,  the  Superintendent  of  Public  Instruction, 
the  Commissioner  of  Correctional  Institutions,  a  representative 
from  the  Division  of  Vocational  Rehabilitation,  a  representative 
of  the  State  Medical  Society,  a  representative  of  the  State 
Neuropsychiatric  Association,  a  representative  of  the  State 
Mental  Hygiene  Society,  and  representatives  of  the  psychiatry 
departments  of  the  state's  medical  schools.  It  is  the  function  of 
the  council  to  consider  means  of  promoting  mental  health  in 
North  Carolina,  to  study  the  needs  for  legislation  in  the  field 
of  mental  health  and  to  make  recommendations  to  the  Governor 
and  General  Assembly. 

MENTAL  HEALTH  CLINICS.  Not  included  in  the  cate- 
gory of  state  agencies  are  six  (6)  mental  health  clinics  of  which 
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consideration  is  relevant  because  of  their  relationship  with  the 
Mental  Health  Section  of  the  State  Board  of  Health.  These 
outpatient  clinics  receive  through  the  Mental  Health  Section 
federal  and  state  funds  which  provide  for  their  partial  support. 
One  clinic  is  located  at  Asheville  (administered  as  part  of  the 
city  health  department)  which  is  supported  out  of  federal,  state, 
county  and  city  funds  together  with  fees  from  patients  using 
the  clinic's  services.  One  clinic  is  located  at  Charlotte  (operated 
by  the  Mental  Hygiene  Society,  a  private  organization)  which 
is  supported  by  state,  county  and  city  funds,  fees  from  patients 
and  contributions  from  private  community  funds.  A  child 
guidance  clinic  is^  located  at  Durham  (operated  by  a  private 
board  of  directors)  which  receives  federal,  state,  county  and 
private  funds.  This  child  guidance  clinic  has  a  close  working 
relationship  with  Duke  University  Medical  School.  One  clinic 
is  located  at  Greensboro  (administered  as  a  part  of  the  Guil- 
ford County  Health  Department)  supported  by  federal,  state, 
county  and  city  funds  and  private  contributions  as  well  as  fees. 
One  clinic  is  located  at  Raleigh  (operated  by  a  private  board) 
which  is  supported  by  federal-state  funds,  private  contributions 
and  patient  fees.  One  clinic  is  located  at  Winston-Salem  (oper- 
ated by  the  Bowman  Gray  School  of  Medicine)  supported  in 
part  by  the  medical  school  and  receiving  federal-state  funds 
and  fees  from  patients.  The  services  rendered  by  these  clinics 
include  the  administering  of  psychological  tests,  diagnosis,  and 
therapeutic  treatment.  This  is  accomplished  on  a  team  basis, 
with  psychological  testing  being  carried  out  by  the  clinical 
psychologists,  therapy  administered  by  the  psychiatrists,  and 
the  psychiatric  social  workers  determining  each  patient's  social 
history  and  acting  as  liaison  with  the  patient's  family.  In  ad- 
dition, the  clinic  staffs  engage  in  as  much  educational  activity 
in  the  community  as  time  will  permit. 

Scope  of  This  Report 

This  commission  has  not  been  able  to  consider  thoroughly  all 
aspects  of  the  mental  health  activities  supported  in  whole  or  in 
part  by  the  state.  We  have  dealt  with  those  matters  which  ap- 
peared to  merit  immediate  attention,  and  on  which  we  felt  we 
had  sufficient  time  and  study  to  justify  comment. 
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Explanation  of  Findings  and  Recommendations 

There  can  be  no  question  but  that  mental  illness  and  emo- 
tional disturbances  in  all  of  their  varying  degrees  and  forms 
constitute  today  one  of  North  Carolina's,  and  the  nation's,  most 
pressing  health  problems.  About  one-half  of  the  nation's  entire 
hospital  population  is  comprised  of  mental  patients.  Medical 
authorities  estimate  that  throughout  the  country  additional 
thousands  suffer  from  some  form  of  mental  illness  or  emotional 
disturbance,  not  so  severe  as  to  require  commitment  to  mental 
institutions,  but  for  whom  medical  attention  should  be  available 
at  reasonable  cost.  This  latter  situation  is  borne  out,  at  least  in 
part,  by  the  experiences  in  each  state  during  World  War  II 
when  thousands  were  declared  ineligible  for  military  service 
due  to  "psychiatric"  reasons. 

North  Carolina  has  recognized  its  obligation  to  cope  with  the 
mental  health  problem.  For  the  maintenance  and  operation  of 
five  mental  institutions  during  the  current  biennium,  1953-1955, 
the  General  Assembly  appropriated  approximately  $23,000,000. 
An  additional  $200,000  was  appropriated  for  an  alcoholic  re- 
habilitation program  and  for  assistance  to  mental  health  out- 
patient clinics.  The  1953  General  Assembly  authorized,  and 
the  voters  of  the  state  approved,  a  $22,000,000  bond  issue  for 
permanent  improvements  at  the  state's  mental  institutions.  A 
new  wing  for  a  psychiatric  ward  at  the  North  Carolina  Memorial 
Hospital  at  Chapel  Hill  has  only  recently  been  completed,  in- 
augurating a  new  era  in  research  and  training  in  psychiatry 
and  related  sciences  through  the  University  Medical  School. 

The  gravity  of  the  mental  health  problem,  coupled  with  the 
tremendous  cost  of  diagnosis  and  treatment  and  a  serious  in- 
adequacy of  trained  personnel,  emphasizes  the  necessity  for 
organizing  and  employing  our  facilities  with  the  utmost  care 
and  intelligence. 

I.    The  possibility  of  an  over-all  department  of  mental  health. 

We  have  given  careful  consideration  to  the  matter  of  possible 
duplication  among  our  present  state  agencies  in  this  field,  and 
to  the  question  of  whether  all  state  mental  health  functions 
should  be  administered  by  a  single  state  agency,  for  example,  a 
department  of  mental  health. 

We  early  concluded  that  some  of  the  functions  which  we  have 
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described  as  mental  health  functions  are  an  integral  part  of  and 
closely  related  to  programs  other  than  strictly  mental  health. 
For  example,  the  State  Board  of  Public  Welfare's  Division  of 
Psychiatric  and  Psychological  Services  is  not  established  to 
perform  services  for  the  general  public  as  such.  Its  activities 
in  examining  children  in  connection  with  adoptions,  admission 
into  child  care  institutions,  training  schools  or  institutions;  its 
interviews  and  evaluations  of  cases  receiving  welfare  assistance ; 
its  examinations  in  connection  with  recommendations  to  the  Eu- 
genics Board  for  sterilization  are  all  designed  to  enable  the  State 
Board  of  Public  Welfare  to  fulfill  its  primary  welfare  duties  and 
responsibilities.  Little  or  nothing  would  be  gained,  and  definite 
administrative  disadvantages  might  result,  in  transferring  these 
functions  to  an  agency  independent  of  the  State  Board  of  Public 
Welfare.  The  Board  would  still  need  such  professional  services 
to  carry  out  completely  its  welfare  functions  and  to  give  desir- 
able assistance  to  staff  personnel  of  local  welfare  departments. 

The  assistance  given  by  the  Medical  Care  Commission  in  pro- 
viding for  one  or  two  rooms  in  general  hospitals  for  mental 
patients  awaiting  admission  to  state  mental  institutions  is  of 
course  a  hospital  construction  activity.  Even  were  a  state  de- 
partment of  mental  health  in  existence,  this  particular  function 
would  logically  belong  to  the  agency  administering  the  general 
hospital  construction  aid  program.  Thus,  we  exclude  this  ac- 
tivity in  considering  consolidation  of  mental  health  functions 
under  one  agency. 

While  the  psychiatric  ward  of  the  North  Carolina  Memorial 
Hospital  at  Chapel  Hill  is  a  direct  mental  health  function  sup- 
ported by  the  state,  as  an  integral  part  of  the  teaching  hospital 
and  the  University  Medical  School,  it  also  is  excluded  in  con- 
sidering combination  of  functions  under  an  over-all  state  de- 
partment of  mental  health. 

This  leaves  for  consideration  the  combination  of  functions 
now  administered  by  the  Mental  Health  Section  of  the  State 
Board  of  Health  (assistance  to  community  mental  health  clinics 
and  related  activities)  with  the  operation  of  the  state's  mental 
institutions  now  administered  by  the  Hospitals  Board  of  Control. 

There  is  a  wide  variation  among  the  forty-eight  states  in  the 
administrative  and  organizational  structure  in  the  mental  health 
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field.  A  recent  study  revealed  that  some  seventeen  (17)  states 
have  combined  under  one  agency  the  operation  of  mental  institu- 
tions and  the  mental  health  community  clinic  assistance  pro- 
gram. Of  these  17  states  only  four  describe  such  agency  as  a 
department  of  mental  health  or  department  of  mental  hygiene. 
In  the  other  13  states  the  over-all  agency  is  generally  a  division 
of  public  institutions,  a  department  of  public  health  and  v^elfare, 
a  department  of  public  v^elfare,  a  department  of  public  health 
or  a  department  of  social  v^elfare.^  Considerable  opinion  has 
been  expressed  to  the  effect  that  institutional  care  and  treat- 
ment (mental  hospitals)  and  preventive  and  educational  activi- 
ties (community  mental  health  clinics)  should  be  administered 
by  the  same  agency;  that  a  state's  total  mental  health  program 
should  be  the  responsibility  of  a  single  agency  such  as  a  depart- 
ment of  mental  health. 

Recognizing  that  there  are  undoubtedly  for  some  states  ad- 
ministrative advantages  inherent  in  the  single-agency  structure, 
v^e  think  that  present  circumstances  in  North  Carolina  make 
advisable  the  retention  of  the  community  mental  clinic  program 
under  the  supervision  of  the  State  Board  of  Health. 

(1)  Traditionally,  federal  and  state  grants-in-aid  for  health 
purposes  in  this  state  have  been  administered  by  the 
State  Board  of  Health.  (It  appears  that  it  v^as  not  the 
purpose  of  the  National  Mental  Health  Act,  passed  by 
Congress  in  1946,  to  stimulate  state  hospital  agencies  to 
develop  broader  mental  hygiene  programs,  but  to  pro- 
mote such  activities  on  the  part  of  the  state  public 
health  authorities.  In  a  majority  of  the  states,  a  state 
board  or  department  of  health  is  the  designated  mental 
health  authority  for  administration  of  federal  funds.  )2 

(2)  Any  community  mental  clinic  program  further  developed 
in  this  state  should  be  v^ith  local  community  financial 
support,  administered  by  local  authority,  v^ith  assistance 
of  federal  and  state  grants-in-aid.^ 


iTHE    MENTAL   HEALTH    PROGRAMS    OF    THE    FORTY-EIGHT 
STATES,  The  Council  of  State  Governments  (1950),  p.  70  et  seq. 

2  THE    MENTAL    HEALTH    PROGRAMS    OF    THE    FORTY-EIGHT 
STATES,  The  Council  of  State  Governments  (1950),  p.  85  et  seq. 

3  For  a  fuller  discussion  of  mental  health  clinic  program  see  page  15. 
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(3)  The  State  Board  of  Health  with  its  experience  in  de- 
veloping public  health  programs  on  the  local  level,  and 
with  its  already  established  working  relationship  with 
local  health  agencies  and  community  leaders,  is  the 
logical  state  agency  to  assist  in  the  development  of  local 
mental  health  activities. 

(4)  The  operation  and  administration  of  the  mental  institu- 
tions in  this  state  is  a  large  and  difficult  task  alone,  and  it 
seems  correct  to  say  that  all  of  the  problems  of  integrat- 
ing the  administration  of  our  several  mental  institutions 
have  not  yet  been  solved,  and  that  the  present  hospital 
agency  should  be  free  to  concentrate  on  administration 
of  the  mental  institutions.  (Until  1949,  the  North  Caro- 
lina Hospitals  Board  of  Control  was  the  designated  state 
agency  for  the  administration  of  federal  funds  for 
mental  clinic  and  mental  health  educational  purposes. 
In  that  year  such  function  was  transferred  to  the  State 
Board  of  Health  by  order  of  the  Governor,  apparently 
on  the  theory  the  separation  would  make  for  more  ef- 
fective administration  of  both  the  hospital  system  and 
the  community  mental  health  program.) 

We  therefore  conclude  that  the  functions  of  the  Mental  Health 
Section  of  the  State  Board  of  Health  should  continue  in  that 
agency  and  that  the  operation  and  administration  of  the  various 
mental  institutions  should  be  in  a  separate  agency  as  at  present. 
Our  conclusion  does  not  of  course  preclude  the  possibility  that 
at  some  future  date  a  re-study  of  the  problem  will  indicate  that 
integration  of  these  activities  under  one  agency  would  be  ad- 
visable. 

II.    Community  mental  health  clinics. 

Throughout  the  nation  in  the  last  decade  considerable  impetus 
has  been  given  to  the  development  of  community  psychiatric 
clinics.  The  staff  of  such  clinics,  working  on  a  team  basis  with 
the  patient,  generally  consists  of  a  psychiatrist,  psychologist, 
and  psychiatric  social  worker,  with  the  number  of  each  de- 
pendent on  the  size  and  resources  of  the  clinic  and  on  the  extent 
of  services  it  attempts  to  render.  Such  clinics  are  designed  to 
treat  mental  and  emotional  ills  of  individuals  on  an  outpatient 
basis,  and  on  a  broader  scale  to  work  toward  prevention  of 
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such  ills  in  the  community  by  focusing  attention  on  the  mental 
health  problem  in  general  and  proposing  means  to  meet  it  in  the 
local  community  in  the  light  of  local  conditions. 

As  previously  stated,  North  Carolina  now  has  six  (6)  such 
clinics  throughout  the  state,  two  of  which  are  operated  under 
the  auspices  of  local  health  departments  and  four  of  which  are 
operated  by  local  private  groups,  all  of  the  six  receiving  federal 
and  state  funds  for  their  partial  support. 

There  is  as  yet  no  statistical  evidence,  based  on  the  exper- 
ience in  this  or  other  states,  that  establishment  of  mental  health 
clinics  will  effect  an  immediate  and  marked  decrease  in  mental 
hospital  admissions.  However,  one  may  reasonably  assume  that 
over  a  period  of  years  the  acceptance  and  utilization  by  the 
general  public  of  outpatient  mental  clinic  facilities  would  result 
in  timely  treatment  of  a  number  of  individuals  who  might  other- 
wise be  committed  to  mental  institutions.  The  view  has  also 
been  expressed  that  the  absence  of  clinics  forces  upon  mental 
hospitals  functions  more  properly  and  economically  performed 
by  community  outpatient  clinics,  that  such  clinics  provide  a 
definite  service  to  the  community  and  for  that  reason  are  justi- 
fied rather  than  on- the  basis  of  supposedly  decreasing  mental 
hospital  admissions. 

The  idea  of  the  community  mental  health  clinic  has  been  ac- 
cepted in  North  Carolina.  It  is  beyond  the  province  of  this 
report  to  say  to  what  extent  such  a  program  should  be  developed 
or  in  what  amount  state  funds  should  be  allotted  to  this  activity 
in  the  future.  We  do  venture,  however,  to  set  forth  some  gen- 
eral guiding  principles  of  an  organizational  and  administrative 
character  which  we  think  applicable  to  North  Carolina,  the 
basic  reasons  for  which  appear  in  the  previous  discussion  con- 
cerning combination  of  all  mental  health  functions  under  a 
single  agency. 

(1)  The  state  agency  responsible  for  the  state  program  of 
assistance  and  encouragement  in  community  mental 
health  services  should  be  the  State  Board  of  Health. 

(2)  It  should  be  the  aim  to  develop  such  clinics  in  communi- 
ties which  have  shown  an  appreciation  of  their  need  by 
a  readiness  to  contribute  to  their  financial  support,  as- 
sisted by  federal  and  state  grants-in-aid  to  the  extent 
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available.    Sources  of  local  financial  support  should  be: 

(a)  local  governmental  tax  funds,  with  the  towns  and 
counties  in  the  area  to  be  served  by  a  clinic 
making  provision  for  such  in  their  budgets,  in  nrnch 
the  same  way  provision  is  made  for  local  health 
departments ; 

(b)  local  civic  groups,  such  as  community  chests  and 
the  various  civic  clubs,  along  the  same  lines  that 
other  worthwhile  community  projects  are  supported ; 

(c)  fees  from  clinic  patients,  recognizing  that  patients 
should  pay  for  the  services  received  to  the  extent 
they  are  able  to  do  so. 

(3)  It  should  be  the  aim  to  have  such  clinics  administratively 
controlled  at  the  local  level,  whether  by  local  health  de- 
partments, local  governmental  units,  local  hospitals,  or 
boards  comprised  of  interested  private  citizens. 

(4)  Federal  and  state  funds  for  partial  support  should  be 
made  available  to  the  local  clinics  by  the  State  Board  of 
Health  on  condition  that  certain  minimum  standards  in 
professional  qualification  of  personnel  and  in  expenditure 
of  funds  are  met  and  maintained,  and  for  this  purpose 
it  does  not  appear  necessary  at  this  time  that  an  elaborate 
overhead  staff  be  maintained  on  the  state  level. 

We  note  that  under  present  law  the  Hospitals  Board  of 
Control  is  authorized  to  establish  outpatient  mental  hygiene 
clinics  at  the  mental  institutions,  for  "treating  patients  on  fur- 
lough or  parole  from  any  of  said  institutions,  and  serving  such 
other  citizens  of  the  State,  in  the  need  of  psychiatric  advice  or 
guidance,  as  may  be  referred  thereto  by  a  physician  or  any  local 
governmental,  welfare  or  health  department."^  The  statute 
further  authorizes  the  board  to  establish  outpatient  clinics  at 
medical  schools  and  at  community  and  public  hospitals  through- 
out the  State.  It  is  our  understanding  that  the  board  has  as  yet 
not  exercised  its  authority  under  this  latter  provision. 

We  think  it  is  wise  and  proper  that  the  Hospitals  Board  of 
Control  should  be  authorized  to  operate  outpatient  clinics  at  the 
various  mental  institutions  under  its  control,  and  such  out- 


4G.S.  122-11.6. 
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patient  facilities  as  are  essential  for  the  Board's  in-service 
training  progTam  in  psychiatric  care  and  treatment.  However, 
for  the  reasons  previously  stated  we  think  that  the  establishment 
and  administration  of  mental  hygiene  clinics  elsewhere  through- 
out the  state  should  be  under  the  aegis  of  the  State  Board  of 
Health. 

III.  ''Dual  administrative  authority"  under  the  Hospitals  Board 
of  Control, 

In  this  state  responsibility  for  the  management  and  operation 
of  the  mental  institutions  is  vested  in  the  Hospitals  Board  of 
Control  which  consists  of  fifteen  members.  The  board  is  author- 
ized and  directed  by  statute  to  appoint  a  general  superintendent 
of  mental  hygiene  and  a  general  business  manager  who  have 
supervisory  authority  over  all  the  institutions.  The  general 
superintendent  of  mental  hygiene  is  the  chief  medical  officer  of 
the  institutional  system,  and  the  general  business  manager  is  the 
chief  fiscal  officer,  with  each  responsible  directly  to  the  board. 
It  is  thus  apparent  that  the  system  is  headed  by  two  executives 
of  more  or  less  equal  authority.  The  same  duality  of  authority 
also  extends  to  the  individual  institutions,  with  a  superintendent 
at  each  acting  as  the  chief  medical  officer  and  a  co-equal  business 
manager  at  each  acting  as  chief  fiscal  officer  for  his  respective 
institution.  ^ 

While  there  may  be  potential  difficulties  in  such  an  arrange- 
ment, at  the  present  time  they  appear  to  be  taken  care  of  by 
the  fact  that  the  ultimate  authority  over  the  institutions  vests 
in  a  board  which  can  resolve  any  conflicts  between  the  mecHcal 
management  on  the  one  hand  and  the  fiscal  management  on  the 
other.  We  should  add  that  there  is  no  evidence  of  any  differ- 
ences between  the  medical  personnel  and  the  business  manage- 
ment personnel  at  either  of  the  institutions  or  at  the  system 
level  which  have  not  been  satisfactorily  resolved.  We  are  there- 
fore of  the  opinion  that  no  change  in  this  administrative  ar- 
rangement is  necessary  at  this  time. 

IV.  Payments  from  patients  in  mental  institutions. 

The  Hospitals  Board  of  Control  is  authorized  and  directed  by 
statute  to  collect  the  actual  cost  of  care  from  each  patient  or 
from  the  person  legally  responsible  for  the  patient  in  the  case  of 
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financial  ability  to  pay  such  cost.  Otherwise,  such  portion  df 
the  patient's  cost  as  can  be  reasonably  paid  by  or  on  behalf  of 
the  patient  is  required  to  be  collected.^ 

The  statutes  also  make  it  clear  that  payment  of  all  or  part 
of  the  cost  of  treatment  is  not  to  be  required  as  a  condition  of 
admittance  to  the  institutions;  those  financially  unable  to  pay 
are  entitled  to  treatment  without  regard  to  that  factor. 

It  is  our  information  that  approximately  8%  of  the  patients 
at  the  Raleigh  Hospital  made  some  payment  during  the  fiscal 
year  1953-54,  and  total  payments  from  patients  at  this  insti- 
tution during  this  period  amounted  to  approximately  $107,344. 
This  represents  about  4%  of  the  total  maintenance  expenditure 
for  the  Raleigh  Hospital  during  this  period. 

At  the  Butner  Hospital  during  the  same  period  approximate- 
ly 30%  of  the  patients  made  some  payment,  and  the  total  amount 
received  from  this  source  was  $150,747. 

At  the  Morganton  Hospital  during  the  same  period  approxi- 
mately $125,048  was  received  from  patient  fees. 

At  the  Goldsboro  Hospital  approximately  2%  of  the  patients 
made  some  payment  on  the  costs  of  their  hospitalization,  total- 
ing $37,021. 

At  Caswell  Training  School  during  the  last  fiscal  year,  some 
payment  was  made  on  behalf  of  approximately  300  children, 
totaling  $67,944  from  this  source. 

We  call  attention  to  what  seems  to  be  a  wide  variation  among 
the  institutions  in  the  number  of  patients  on  behalf  of  whom 
some  payment  is  made.  We  also  call  attention  to  the  experience 
of  other  states,  many  of  which  show  a  number  of  paying  patients 
and  total  receipts  far  in  excess  of  North  Carolina.^ 

We  do  not  suggest  that  payment  by  or  on  behalf  of  the  patient 


5  We  are  informed  that  the  maximum  charge  now  set  by  the  Hospitals 
Board  of  Control  is  $50  per  month  whereas  the  actual  per  capita 
patient  cost  at  the  Raleigh  Hospital  is  now  in  excess  of  $90  per  month; 
at  Butner  slightly  over  $100  per  month,  and  at  Morganton  $81  per  month. 

«  MENTAL  HEALTH  PROGRAMS  IN  THE  FORTY-EIGHT  STATES, 
The  Council  of  State  Governments  (1950),  p.  263. 
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should  by  any  means  be  a  condition  to  admission  to  our  insti- 
tutions. We  feel  that  our  present  statutes  requiring  payment 
for  the  cost  of  care  and  treatment  in  accordance  with  financial 
ability  to  bear  the  costs  expresses  the  right  and  just  policy  for 
our  state.  We  further  think  that  the  statutes  in  this  regard 
should  be  fairly  and  consistently  administered,  and  that  all 
reasonable  efforts  should  be  made  to  collect  some  payment  on 
behalf  of  each  patient  in  accordance  with  financial  ability,  even 
if  it  amounts  to  no  more  than  $10  or  less  per  year. 

Recommendation 

Immediately  below  is  our  only  recommendation  with  respect 
to  mental  health  functions  which  requires  legislative  action. 
Proposed  legislation  to  effect  this  recommendation  will  be  pre- 
pared for  submission  to  the  1955  General  Assembly. 

We  recommend  that  the  State  Board  of  Health  he  the  desig- 
nated State  agency  responsible  for  Ihe  community  mental 
health  clinic  program,  with  emphasis  on  local  administration 
and  local  financial  participation,  in  accordance  with  our  tra- 
ditional policy  of  State  and  local  partnership  in  health  affairs. 
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December  20,  1954 

The  Honorable  Luther  H.  Hodges 
Governor  of  North  Carolina 
Raleigh,  North  Carolina 

Your  Excellency: 

The  Commission  on  the  Reorganization  of  State  Government 
herewith  transmits  its  eighth,  and  final,  report  which  deals  with 
the  administration  of  the  office  of  governor. 

We  believe  that  the  adoption  of  the  recommendations  con- 
tained in  this  report  will  contribute  materially  to  improvement 
in  our  state  government. 

In  the  first  report  submitted  by  this  Commission  we  described 
the  methods  we  used  in  our  studies  and  analysis  of  state  govern- 
ment. One  of  the  conclusions  which  we  reached,  and  which  we 
stated  in  our  first  report,  was  that  there  should  be  a  further 
study  of  state  government  reorganization  needs.  The  under- 
signed members  of  this  Commission  unanimously  reiterate  this 
conclusion. 

The  members  of  this  Commission  have  on  many  occasions 
during  the  course  of  our  work  expressed  personal  appreciation 
and  high  regard  for  the  fine  work  performed  by  the  Institute  of 
Government  in  making  the  studies  which  have  enabled  us  to 
analyze  issues  and  to  reach  conclusions.  We  wish  to  take  this 
opportunity  to  emphasize  and  to  record  officially  what  we  have 
already  expressed  informally. 

Respectfully, 

David  Clark 
John  D.  Larkins,  Jr. 
William  F.  Marshall 
R.  Grady  Rankin 
W.  Frank  Taylor 

C.  W.  TiLSON 

Thomas  Turner 

Harriet  L.  Herring,  Secretary 

William  B.  Rodman,  Jr.,  Chairman 


REPORT  OF  THE  COMMISSION  ON  REORGANIZATION 
OF  STATE  GOVERNMENT 

The  Office  of  Governor 

Introduction 

Under  the  first  state  constitution,  written  in  1776,  the  gov- 
ernor was  elected  annually  by  joint  ballot  of  the  two  houses  of 
the  General  Assembly.  The  same  individual  was  eligible  for 
the  office  only  three  of  any  six  successive  years,  and  the  appoint- 
ment of  all  the  officers  and  officials  in  the  state  government  was 
vested  in  the  legislative  body. 

Constitutional  amendments  in  1835  provided  for  the  popular 
election  of  the  governor,  to  serve  for  a  two-year  term,  although 
he  was  eligible  for  not  more  than  four  out  of  any  six  years.  No 
substantial  changes  were  made  in  the  powers  of  the  governor. 

The  Constitution  of  1868,  however,  made  the  office  of  gover- 
nor much  more  important  and  influential  than  it  had  previously 
been.  The  governor's  term  was  increased  to  four  years,  he  was 
guaranteed  a  fixed  salary  during  his  term  of  office,  he  was  given 
greater  powers  of  appointment,  and  the  constitution  expressly 
stated  that  the  governor  was  to  hold  the  supreme  executive 
authority  in  the  state  government. 

Since  1868  there  has  been  little  change  in  the  constitutional 
law  of  the  state  affecting  the  office  of  governor.  There  have 
been  marked  changes  in  the  statutory  law  which  have  made  the 
office  far  more  important  in  policy  determination  and  adminis- 
tration of  the  state  government.  This  has  been  due  no  doubt  in 
part  to  the  greater  public  confidence  and  trust  in  the  office  itself, 
and  in  part  to  the  gradual  recognition  of  a  need  for  effective 
executive  administration  of  a  government  whose  responsibilities 
have  greatly  increased  in  number  and  in  complexity  since  the 
days  of  1776,  1835  and  1868. 

Today  the  governor  of  North  Carolina  is  the  chief  executive 
and  administrator  of  a  government  which  consists  of  some  135 
separate  state  departments,  commissions,  boards  and  institu- 
tions. Included  in  this  list  of  135  state  agencies  are  35  separate 
administrative  agencies  located  in  the  capital  city  of  the  state; 
nine  state-supported  colleges  in  addition  to  the  three  institutions 
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of  the  Consolidated  University  of  North  Carolina;  five  mental 
institutions;  four  tubercular  sanatoriums ;  five  correctional  in- 
stitutions for  boys  and  girls ;  and  a  state  highway  agency  v^hich 
has  administrative  responsibility  for  more  miles  of  roads  than 
any  other  governmental  agency  in  the  world. 

The  governor  is  the  chief  fiscal  and  budget  officer  of  an  enter- 
prise which  has  total  budgeted  expenditures  in  excess  of  $400 
million  a  year. 

The  governor  appoints  the  holders  of  36  different  individual 
offices  and  the  members  of  more  than  a  hundred  different  boards 
or  commissions.  Adding  the  number  of  replacement  appoint- 
ments required  by  short  terms,  deaths,  resignations  and  re- 
movals, the  total  number  of  appointments  by  a  single  governor 
may  exceed  1,000  in  the  course  of  a  four-year  term.  In  addi- 
tion, justice  of  the  peace  appointments  now  average  200  an- 
nually, and  notary  public  appointments  7,000  annually. 

The  governor,  by  virtue  of  his  office,  is  chairman  of  seven 
separate  state  boards  or  commissions;  he  is  a  member  of  an 
additional  eleven. 

The  governor  is  commander-in-chief  of  the  state  militia  (na- 
tional guard)  except  when  it  is  on  active  federal  service. 

The  governor  is  the  chief  law  enforcement  officer  of  the  state 
in  that  he  is  charged  with  the  ultimate  responsibility  of  seeing 
that  all  laws  are  faithfully  executed;  he  is  responsible  for  the 
civil  defense  of  the  state. 

The  governor  is  the  sole  official  representative  of  this  state 
in  its  relations  with  the  governments  of  the  47  other  states  and 
with  the  federal  government. 

There  is  imposed  upon  the  one  who  occupies  the  office  a  heavy 
burden  of  administrative  responsibility,  which  has  to  some  ex- 
tent been  accumulated  through  the  years  bit  by  bit  without  re- 
gard to  the  whole.  Inasmuch  as  great  responsibility  is  and  will 
remain  inherent  in  the  office,  there  is  probably  no  way  to  lighten 
materially  the  ultimate  administrative  burden. 

However,  it  is  possible  and  highly  desirable  to  give  periodic, 
intelligent  consideration  to  the  problems  of  administration  of 
the  office  and  to  seek  ways  in  which  to  effect  a  more  efficient  and 
effective  discharge  of  its  responsibilities. 
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Scope  of  this  Report 

For  purposes  of  analysis,  we  have  approached  our  study  of 
the  governor's  office  with  two  questions.  First,  are  there  any 
responsibilities  now  placed  upon  the  governor  by  law  which  be- 
cause of  their  nature  can  be  better  administered  as  well  or  better 
in  another  state  agency  or  at  the  local  governmental  level? 
Second,  as  to  those  duties  which  appear  properly  placed  upon 
the  governor,  what  can  be  done  to  assist  him  in  their  perform- 
ance? 

We  have  excepted  from  our  deliberations  those  matters  re- 
lating to  qualifications,  term  of  office,  veto  power  and  so  on, 
which  are  all  governed  by  the  North  Carolina  Constitution.  This 
was  in  keeping  with  a  fundamental  decision,  relating  to  all  of 
our  studies,  not  to  make  recommendations  involving  amendment 
of  the  state  constitution. 

We  have  not  attempted  to  deal  exhaustively  with  all  matters 
relating  to  the  administration  of  the  governor's  office.  It  has 
seemed  wise  not  to  press  at  one  time  for  numerous  statutory 
changes,  affecting  not  only  the  governor's  office  but  other  agen- 
cies as  well,  in  order  merely  to  obtain,  desirable  uniformity  in 
the  methods  of  carrying  out  various  duties.  Specifically,  our 
report  deals  with  the  following  matters:  (1)  appointive  re- 
sponsibilities of  the  governor;  (2)  salary-fixing  responsibilities 
of  the  governor;  (3)  ex  officio  functions  of  the  governor;  (4) 
office  space  available  to  the  governor  and  his  staff;  and  (5)  the 
personal  staff  available  to  the  governor. 

I.    Appointive  Responsibilities  of  the  Governor 

In  analyzing  the  present  appointive  responsibilities  of  the 
governor  and  reaching  a  determination  as  to  whether  changes  or 
amendments  would  be  desirable,  we  have  posed  these  questions. 
Is  the  position  to  which  appointment  is  being  made  (whether 
individual  office,  board  or  commission)  on  the  state  government 
level  or  essentially  on  the  local  governmental  level  ?  If  the  posi- 
tion is  on  the  state  level,  is  it  relatively  important  in  terms  of 
its  responsibilities,  and  is  it  closely  related  to  the  area  of  policy- 
making and  execution  which  should  be  under  the  governor's 
close  supervision?  If  the  position  is  on  the  local  governmental 
level  or  essentially  so,  are  there  peculiar  reasons  which  justify 
placing  the  appointive  responsibility  on  the  state  level  in  the 
governor's  office? 
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We  have  dealt  with  the  following  appointments: 

(1)  Appointment  of  state  forest  rangers 

Under  present  law  the  governor  is  authorized  to  appoint  state 
forest  rangers,  with  certain  powers  of  arrest  and  law  enforce- 
ment, for  private  lands  which  have  been  declared  by  the  owners 
to  be  state  forest  preserves.  Such  appointments  are,  under  the 
statutes,  subject  to  approval  of  the  commissioners  of  the  county 
concerned  and  are  further  required  to  be  made  from  names  desig- 
nated by  the  owner  of  the  forest  preserve.  Those  appointed  are 
not  state  employees  nor  do  they  receive  compensation  from  the 
state.  While  this  particular  law^  appears  to  be  infrequently  in- 
voked, we  think  it  is  desirable  to  relieve  the  governor  of  this  ap- 
pointive responsibility.  Under  different  statutes,  the  State 
Forester,  an  official  of  the  Department  of  Conservation  and  De- 
velopment, is  authorized  to  appoint  county  forest  rangers  who 
have  county-wide  jurisdiction,  and  who  do  receive  compensation 
from  the  state.  We  think  that  any  forest  rangers  who  may  be 
needed  for  privately  owned  forest  preserves  should  be  appointed 
in  the  same  manner  as  are  the  general  county  forest  rangers. 
It  does  not  seem  that  the  interest  of  the  state  is  served  by  having 
this  sort  of  appointment  made  by  the  governor. 

(2)  Appointment  of  justices  of  the  peace 

There  are  presently  four  methods  by  which  justices  of  the 
peace  are  named  to  office  in  North  Carolina.  An  unlimited  num- 
ber may  be  appointed  by  the  governor  for  a  4-year  term ;  an  un- 
limited number  may  be  appointed  by  the  General  Assembly  for 
a  2-year  term  (701  were  appointed  by  the  1953  General  As- 
sembly) ;  a  minimum  of  three  for  each  township  in  the  state  may 
be  elected  by  popular  vote;  and  in  27  counties  they  may  be  ap- 
pointed by  the  resident  judge  of  the  superior  court. 

It  is  beyond  the  province  of  our  study  to  give  consideration 
to  the  over-all  question  of  justice  of  the  peace  appointments. 
We  have  dealt  only  with  the  subject  as  it  relates  to  the  adminis- 
tration of  the  governor's  office. 

Approximately  200  justice  of  the  peace  appointments  are  now 
made  by  the  governor's  office  each  year.  It  is  readily  apparent 
that  the  governor  cannot  give  close  personal  attention  to  such 
appointments  or  be  assured  in  all  instances  that  an  appointment 
is  desirable,  both  from  the  standpoint  of  the  need  for  an  addi- 
tional justice  of  the  peace  and  from  the  standpoint  of  the  quali- 
fications of  the  individual  being  considered  for  the  office. 
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As  we  view  the  matter  the  justice  of  the  peace  is  essentially 
a  local  official,  a  part  of  the  local  governmental  structure  as  dis- 
tinguished from  a  state  level  position. 

We  believe  that  it  would  be  in  the  interest  of  better  over-all 
administration  of  the  governor's  office  to  repeal  that  section  of 
the  law  authorizing  the  governor  to  appoint  justices  of  the  peace. 
Where  a  local  situation  developed  (in  the  nature  of  an  emer- 
gency) so  that  it  would  be  in  the  public  interest  to  have  a  justice 
of  the  peace  appointed,  in  addition  to  those  named  by  the  Gen- 
eral Assembly  or  elected  locally,  such  appointive  authority  should 
be  vested  in  the  resident  judges  of  the  superior  courts. 

(3)   Appointment  of  notaries  public 

The  governor  is  authorized  by  statute  to  appoint,  at  his  discre- 
tion, an  unlimited  number  of  notaries  public  who  hold  office  for 
a  term  of  two  years.  The  governor  may  revoke  a  commission 
upon  complaint  and  when  he  is  satisfied  that  revocation  would 
be  in  the  public  interest. 

Currently,  commissions  are  issued  to  approximately  7,000 
notaries  each  year,  many  of  whom  are  reappointments. 

Notaries  upon  receipt  of  their  commissions  from  the  gover- 
nor's office  are  required  to  take  an  oath  of  office  before  the  clerk 
of  the  superior  court  of  the  county  in  which  they  are  to  serve. 
It  is  the  practice  of  the  governor's  office  to  appoint  as  notary 
anyone  who  applies  who  is  of  good  character  and  who  is  recom- 
mended by  reputable  local  citizens. 

It  is  manifestly  impossible  for  the  governor  or  anyone  on  his 
staff  to  give  anything  other  than  the  most  cursory  attention  to 
the  commissioning  of  7,000  notaries  public  a  year.  Also  there 
are  occasions  when  complaints  are  filed  with  the  governor's 
office  as  to  the  abuse  of  authority  or  misconduct  of  one  who 
holds  a  notary  commission.  The  governor's  office  is  not  equipped 
to  process  efficiently  these  complaints,  to  visit  various  parts  of 
the  state  and  hold  hearings  and  take  evidence,  and  present  the 
record  and  recommendations  to  the  governor  for  his  action  in 
making  a  final  decision  on  whether  a  notary  commission  should 
or  should  not  be  revoked. 

Because  of  the  nature  of  this  position,  its  essentially  local 
governmental  character,  and  the  number  of  appointments  in- 
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volved,  we  are  of  the  opinion  that  the  clerk  of  the  superior  court 
in  each  county  can,  upon  application  by  those  of  good  character 
and  qualifications  issue  letters  of  appointment  as  notaries  public. 
He  would  also  be  in  a  position  to  consider  and  act  upon  com- 
plaints concerning  abuse  or  misuse  of  the  office,  and  determine 
whether  an  appointment  should  be  revoked  before  the  term  ex- 
pired or  whether  an  individual  should  be  reappointed  for  a  new 
term. 

We  think  that  placing  this  appointive  responsibility  with  the 
clerks  of  the  superior  courts  will  be  an  administrative  improve- 
ment for  the  governor's  office  as  well  as  permit  more  efficient 
handling,  on  the  merits,  of  the  many  appointments  involved. 

(4)  Appointments  by  the  governor  requiring  Senate  con- 
firmation 

Several  appointments  now  made  by  the  governor  require, 
under  the  statutes,  confirmation  by  the  Senate.  There  does  not 
appear  to  be  any  particular  reason  why  these  positions  should 
have  been  singled  out  originally  for  this  purpose.  Appointments 
to  other  positions,  of  as  great  or  greater  importance  in  the  state 
government,  do  not  have  the  requirement  of  Senate  confirma- 
tion. We  therefore  doubt  that  any  conscious  legislative  policy 
was  being  followed  in  the  enactments  pertaining  to  these  posi- 
tions. 

Traditionally,  the  governors'  appointees  to  these  positions  are 
approved  by  the  Senate  as  a  matter  of  course. 

In  our  opinion,  it  would  be  to  the  interest  of  the  Senate  itself, 
in  the  transaction  of  necessary  legislative  business,  and  would 
facilitate  administrative  processing  in  the  governor's  office  if 
these  positions  were  made  uniform  with  other  appointments 
made  by  the  governor  by  abolishing  the  requirement  for  Senate 
confirmation.  We  would  not  of  course  place  such  a  decision  as 
this  on  the  mere  fact  that  it  would  be  convenient  to  the  gover- 
nor, administratively  or  otherwise,  not  to  have  his  appointments 
subject  to  confirmation  by  another  body.  Obviously,  such  would 
always  be  the  case.  We  base  our  decision  mainly  on  the  fact 
that  Senate  confirmation  of  the  governor's  appointments  to  these 
positions  is  traditionally  a  matter  of  routine,  and  there  does  not 
appear  to  be  any  overriding  reason  why  Senate  confirmation 
should  be  required. 
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The  positions  which  would  be  affected  by  this  change  are  set 
out  below.  The  number  appointed  to  each  board  or  commission 
by  the  governor  is  shown,  along  with  the  total  membership  of 
the  board  or  commission. 

1.  Commissioner  of  Banks   (one) 

2.  State  Board  of  Agriculture  (ten  out  of  eleven  members) 

3.  Board  of  Trustees  of  Appalachian  State  Teachers  College 
(nine  members) 

4.  Atlantic  States  Marine  Fisheries  Commission    (one  out 
of  three  members) 

5.  Board  of  Directors  of  the  State  School  for  the  Blind  and 
Deaf  (eleven  members) 

6.  Board  of  Directors  of  the  N.  C.  School  for  the  Deaf  (seven 
members) 

7.  Board  of  Trustees  of  East  Carolina  College   (twelve  out 
of  thirteen  members) 

8.  Board  of  Trustees  of  Elizabeth  City  State  Teachers  Col- 
lege  (nine  members) 

9.  Board  of  Trustees  of  Fayetteville  State  Teachers  College 
(nine  members) 

10.  Board  of  Trustees  of  Local  Governmental  Employees'  Re- 
tirement System  (eight  out  of  16  members) 

11.  Board  of  Trustees  of  North  Carolina  College  at  Durham 
(12  members) 

r         12.  Board  of  Trustees  of  Pembroke  State  College   (11  mem- 
bers) 
13.  Board  of  Directors,  N.  C.  Sanatoriums  for  Treatment  of 
Tuberculosis  (12  members) 

f        14.  Board  of  Trustees  of  Teachers'  and  State  Employees'  Re- 
tirement Fund  (six  out  of  14  members) 

15.  Board  of  Trustees  of  Western  Carolina  College  (12  mem- 
bers) 

16.  Board  of  Trustees  of  Winston-Salem  Teachers   College 
(nine  members) 

(5)  Appointment  of  Board  of  Directors,  N.  C.  Railroad 
The  original  law  chartering  the  North  Carolina  Railroad, 
enacted  in  1848,  provides  that  the  governor  shall  appoint  eight 
members  of  the  Board  of  Directors  of  the  corporation,  subject 
to  the  apr»roval  of  the  Council  of  State.  This  requirement  of 
Council  of  State  approval  is  unique  in  our  present  law.     We 
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know  of  no  other  appointments  which  are  subject  to  this  quali- 
fication. 

In  practice  through  the  years  those  named  by  the  governor 
have  been  approved  as  a  matter  of  routine. 

We  think  it  is  desirable  to  amend  the  law  to  conform  with 
what  has  in  effect  been  the  practice,  that  it  would  save  the  time 
of  both  the  governor  and  members  of  the  Council  of  State  to 
repeal  the  legal  requirement  of  an  outdated  procedure.  The 
basic  considerations  discussed  previously  in  connection  with 
appointments  which  now  require  Senate  confirmation  are  also 
applicable  here. 

(6)  Appointments  to  local  governmental  positions 
The  governor  currently  has  the  responsibility  of  making  sev- 
eral appointments  to  local  agencies.  In  our  analysis  of  his 
present  appointive  powers,  we  have  drawn  a  distinction  between 
appointments  to  positions  on  the  state  government  level  and  ap- 
pointments to  local  government  positions. 

As  a  statement  of  general  governmental  principle,  it  is  our 
opinion  that  appointment  of  strictly  local  officials  should  not  be 
vested  in  the  governor  or  in  any  other  official  on  the  state  level. 
Local  government  should  be  such  in  fact  as  well  as  in  name,  made 
manifest  by  the  reality  of  local  responsibility. 

It  is  of  course  not  always  easy  to  draw  the  line  between  what 
should  be  the  responsibility  of  state  government  on  the  one  hand 
and  the  responsibility  of  local  government  on  the  other.  Once 
the  line  is  drawn,  the  decision  is  made,  to  bring  into  existence 
a  local  agency  or  body,  then  local  responsibility  should  in  fact 
follow. 

We  realize  that  for  good  reasons  deviations  may  have  to  be 
made  from  the  most  laudable  principles  of  governmental  organ- 
ization. Such  principles,  however  basically  sound,  are  not  so 
inelastic  as  to  require  blind  adherence  in  all  cases  in  the  face  of 
good  reason  to  do  otherwise. 

Our  attention  has  been  called  to  the  following  appointments 
to  local  positions  which  the  governor  is  now  called  upon  by  law 
to  make.  We  have  not  been  able  to  conduct  an  investigation 
into  each  of  these,  to  consult  with  local  officials  and  citizens  and 
determine  what  particular  circumstances  may  well  justify  the 
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present  appointive  arrangements — or  determine  that  there  are 
no  justifiable  circumstances.  For  this  reason  we  simply  call 
attention  to  these,  along  with  our  statement  of  general  prin- 
ciple. Further  consideration  by  all  concerned  may  well  reveal 
that  the  cause  of  administrative  efficiency  in  the  governor's  of- 
fice, and  the  greater  cause  of  local  government  responsibility, 
may  both  be  advanced  by  changes  in  the  present  laws  pertaining 
to  these  appointments. 

Local  Appointments  Now  Made  by  Governor 

Greensboro  Municipal  County  Court  (one  judge  of  criminal  divi- 
sion, one  judge  of  civil  division,  and  one  prosecuting  attorney, 
all  appointed  for  4-year  terms) 

High  Point  Municipal  Court  (judge,  judge  pro  tempore,  prosecut- 
ing attorney  appointed  for  4-year  terms) 

Thomasville  Recorder's  Court  (judge  and  solicitor  appointed  on 
recommendation  of  City  of  Thomasville,  for  2-year  terms) 

Davidson  County  Recorder's  Court  (judge  and  solicitor  appointed 
for  2-year  term) 

New  Hanover  County  Recorder's  Court  (judge  and  solicitor  ap- 
pointed for  2-year  terms) 

Richmond  County  Special  Court  (judge  appointed  for  2-year  term) 

Atlantic  Beach  (mayor  and  four  aldermen,  on  recommendation  of 
freeholders  of  town,  for  4-year  terms) 

Kure  Beach  (mayor  and  four  commissioners,  on  recommendation 
of  freeholders  of  town,  for  2-year  terms) 

Surf  City  (mayor  and  two  commissioners,  on  recommendation  of 
freeholders  of  town,  for  2-year  terms) 

White  Lake  (mayor  and  four  commissioners,  on  recommendation 
of  freeholders  and  legal  residents  of  town,  for  2-year  terms) 

Wrightsville  Beach  (mayor  and  five  aldermen,  on  recommendation 
of  freeholders  and  legal  residents  of  town,  for  2~year  terms) 

Lee  County  Board  of  Veterans  Affairs  (governor  appoints  five 
members  for  overlapping  4-year  terms) 

II.    Salary-fixing  Responsibilities  of  the  Governor 

A  variety  of  salary-fixing  methods  involving  the  governor's 
participation  are  set  out  in  different  sections  of  the  General 
Statutes.  The  governor  is  authorized  to  fix  directly  the  salaries 
of  seven  different  state  positions;  he  sets  the  salaries,  subject 
to  the  approval  of  the  Advisory  Budget  Commission,  of  19  dif- 
ferent positions;  he  sets  the  salaries,  subject  to  the  approval  of 
the  Council  of  State,  of  six  different  positions ;  for  some  24  dif- 
ferent positions  he  approves  the  salaries  set  by  a  state  board  or 
commission;  and  there  is  a  statutory  requirement  with  respect 
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to  two  positions  that  the  agency  itself  will  fix  the  salaries,  sub- 
ject to  the  joint  approval  of  the  governor  and  the  Council  of 
State. 

It  is  readily  apparent  that  the  many  methods  of  salary-fixing 
constitute  an  administrative  inconvenience  and  hindrance  to  the 
governor.  Furthermore,  such  variety  of  salary-fixing  proce- 
dures has  undoubtedly  in  the  past  produced  inequities  in  the 
salaries  set  for  positions  of  similar  responsibilities,  where  a 
uniform  procedure  would  have  permitted  a  more  balanced  per- 
spective and  more  equitable  results. 

The  Third  Report  of  this  Commission  which  deals  with  Per- 
sonnel Management  contains  a  recommendation  to  the  effect 
that  the  salaries  of  major  administrative  officials  and  heads  of 
certain  agencies  (excluding  the  salaries  of  elective  officials  which 
are  set  by  legislative  enactment)  should  all  be  set  by  the  governor 
subject  to  the  approval  of  the  Advisory  Budget  Commission.  If 
this  recommendation  is  adopted  there  will  then  be  three  major 
categories  of  salary-fixing  in  state  government: 

(1)  salary  schedules  set  by  the  Personnel  Department,  subject 
to  the  approval  of  the  Personnel  Council  and  the  governor 
(applicable  to  the  vast  majority  of  state  employees). 

(2)  salaries  of  major  administrative  officials  set  by  the  governor 
subject  to  the  approval  of  the  Advisory  Budget  Commission 
(applicable  to  relatively  few). 

(3)  salaries  individually  set  by  statute  (applicable  only  to  elec- 
tive  officials). 

We  have  referred  here  to  the  recommendation  on  salary-fixing 
which  appeared  in  our  previous  report  because  of  its  potential 
effect  on  the  administration  of  the  governor's  office,  and  because 
of  the  fact  that  salary-fixing  is  one  of  the  important  responsi- 
bilities of  the  office. 


III.     Ex  officio  functions  of  the  Governor 

The  Governor  of  North  Carolina  has  by  law  many  ex  officio^ 
duties,  some  of  which  are  of  fundamental  importance  in  the 
administration  of  the  state  government.     Others  are  less  so. 


1  Meaning  because  of  or  by  virtue  of  an  office. 
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At  the  present  time  the  governor  is  ex  officio  chairman  of  the 
following  boards  and  commissions: 
Advisory  Board  of  Paroles 
Committee    to    coordinate    activities    of    N.    C.    State    College    and 

State  Department  of  Agriculture 
North  Carolina  Armory  Commission 
Sir  Walter  Raleigh  Commission 
State  Council  of  Civil  Defense 
State  Sinking  Fund  Commission 
Board  of  Trustees  of  the  University  of  N.  C. 

He  is  an  ex  officio  member  of  the  following  boards  and  com- 
missions : 

State  Board  of  Confederate  Pensions 

Board  of  Public  Buildings  and  Grounds 

Board  of  Trustees,  State  and  Document  Libraries 

State  Board  of  Farm  Crop  Seed  Improvement 

Board  of  Directors,  North  Carolina  State  Art  Society,  Inc. 

Board  of  Trustees,  North  Carolina  Symphony  Society,  Inc. 

North  Carolina   Commission  on  Interstate   Cooperation 

Board  of  Directors,  Roanoke  Island  Historical  Association 

North  Carolina  Memorials  Commission 

North  Carolina  Recreation   Commission 

Sir  Walter  Raleigh  Commission 

All  of  these  ex  officio  duties  demand  the  time  and  the  atten- 
tion of  the  governor  if  they  are  to  be  carried  out.  As  to  some  of 
them,  the  governor  should  and  would  want  to  give  close  personal 
attention.  As  to  others,  it  would  often  suffice  for  the  governor 
to  delegate  responsibility,  for  example,  to  designate  his  personal 
representative  to  attend  a  meeting  and  to  report  to  him  on  the 
proceedings. 

We  are  therefore  of  the  opinion  that  it  would  be  desirable  to 
have  a  general  statutory  provision  expressly  authorizing  the 
governor,  in  carrying  out  his  ex  officio  functions,  to  designate 
his  personal  representative  to  attend  meetings  and  to  act  for 
him  in  such  instances.  Such  a  provision  would  not  only  assist 
the  governor  personally  but  would  enable  various  boards  or 
commissions  on  which  he  is  an  ex  officio  member  to  proceed  with 
the  transaction  of  routine  business  at  times  when  it  would  not 
be  possible  for  the  governor  to  be  in  personal  attendance. 

IV.     Office  Space  Available  to  the  Governor  and  His  Staff 

The  governor  and  his  staff  occupy  one  of  the  four  office  suites 
(two  rooms  each)  in  the  Capitol  Building.  For  many  years  the 
inadequacy  of  these  quarters,  even  with  what  is  recognized  as 
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an  unusually  small  staff  for  the  governor,  has  been  apparent. 
Lack  of  suitable  office  space  is  particularly  acute  during  legisla- 
tive sessions  w^hen  the  governor's  legislative  counsel  can  be 
given  a  desk  only  by  moving  out  part  of  the  governor's  regular 
staff. 

The  other  offices  in  the  Capitol  are  occupied  by  the  State 
Auditor,  the  Secretary  of  State,  and  the  State  Treasurer.  Be- 
cause of  inadequate  space  available  to  them  in  the  Capitol,  each 
of  these  three  officials  have  offices  and  part  of  their  staff  located 
in  other  state  buildings.  Both  the  Treasurer  and  Auditor  have 
''office  annexes"  in  the  Revenue  Building.  The  Secretary  of 
State  has  additional  offices  on  the  second  floor  of  the  Library 
Building. 

It  is  thus  apparent  that  under  the  present  arrangement  each 
of  the  four  state  officials  with  offices  in  the  Capitol  are  handi- 
capped in  that  neither  one  has  sufficient  space  in  the  Capitol 
Building  itself. 

With  respect  to  the  administration  of  the  governor's  office, 
the  cramped  and  insufficient  office  quarters  is  an  impediment  to 
proper  and  efficient  administration,  as  well  as  imposing  personal 
inconvenience  upon  the  governor.  For  example,  the  outer  room 
in  the  present  governor's  suite  should  be  available  as  a  recep- 
tion and  waiting  room  for  officials  and  citizens  who  come  in 
large  numbers  to  make  individual  calls  on  the  governor,  instead 
of  being  cluttered  up  with  desks  and  office  equipment  for  five  or 
six  staff  members  as  at  present. 

The  legal  authority  to  assign  and  reassign  office  space  in  the 
Capitol  Building  as  well  as  in  other  state  office  buildings  in 
Raleigh  now  vests  in  the  Board  of  Public  Buildings  and  Grounds, 
consisting  of  the  Governor,  Secretary  of  State,  Treasurer,  At- 
torney General,  and  Assistant  Director  of  the  Budget. 

We  bring  this  matter  to  the  attention  of  the  Board  of  Public 
Buildings  and  Grounds  and  suggest  that  it  give  consideration  to 
the  need  for  additional  office  space  for  the  Governor. 

V.    The  Personal  Staff  of  the  Governor 

Over  the  years  governors  of  North  Carolina  have  carried  out 
the  duties  of  their  office  with  an  exceptionally  small  personal 
staff.    At  the  present  time  the  only  provision  in  the  statutes  re- 
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specting  the  staff  of  the  governor  is  a  section  authorizing  ap- 
pointment of  a  private  secretary.  Currently  there  is  a  budget 
authorization  for  an  administrative  assistant  in  addition  to  the 
private  secretary,  and  presumably,  the  governor,  as  director  of 
the  budget,  could  hire  additional  staff  if  he  desired  so  long  as 
the  expenses  of  his  office  came  within  the  appropriation  author- 
ized for  the  governor's  office.  However,  we  think  there  should 
be  a  more  clearcut  legislative  expression  than  is  afforded  indi- 
rectly through  the  budget  processes.  (As  the  term  is  used  here, 
personal  staff  does  not  include  positions  which  are  solely  clerical 
or  stenographic  but  such  positions  as  private  secretary,  execu- 
tive assistant,  administrative  assistant,  etc.) 

Upon  request  to  the  governor's  office  in  the  various  states  we 
obtained  information  concerning  the  size  and  composition  of  the 
governor's  personal  staffs.  We  found  that  the  number  of  execu- 
tive and  administrative  assistants  now  on  the  governors'  staffs 
are  in  the  vast  majority  of  instances  two  to  four  times  that 
which  has  been  available  to  North  Carolina's  governors.  Tabu- 
lation of  this  information  from  the  various  states  is  set  out  in 
the  appendix  to  this  report. 

It  is  probably  correct  to  assume  that  unavailability  of  ade- 
quate office  space  in  the  Capitol  has  in  the  past  unduly  restricted 
the  size  and  composition  of  the  governor's  immediate  staff.  Also, 
without  question,  the  personal  preferences  of  governors  vary 
and  one  governor  might  prefer  and  profitably  use  four  or  five 
administrative  or  executive  assistants,  and  another  may  prefer 
and  profitably  use  only  two  or  three  full-time  assistants. 

We  have  already  commented  upon  the  heavy  load  of  responsi- 
bility which  is  placed  upon  the  governors  of  North  Carolina  (a 
burden  which  is  undoubtedly  on  the  governors  of  other  states  as 
well).  For  the  most  part,  this  responsibility  cannot  be  shifted 
elsewhere  if  the  governor  is  to  be  effective  as  the  chief  political 
and  administrative  leader  in  our  state  government.  He  is  chosen 
by  the  voters  of  the  state  and  he  must  have  the  authority  to 
effectuate  the  policies  and  programs  approved  by  the  people 
through  their  elected  representatives  in  the  General  Assembly. 
Inseparable  from  effective  authority  is  a  heavy  burden  of  re- 
sponsibility, demanding  the  personal  attention  of  the  governor 
to  a  myriad  of  administrative  detail. 

Effective  means  of  meeting  the  responsibilities  of  the  office 
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should  not  be  denied  any  governor.  The  State  should  not  im- 
pose upon  the  person  of  its  governors  to  the  extent  that  con- 
scientious performance  in  the  office  can  be  accomplished  only  at 
grave  risks  to  the  health  and  personal  well-being  of  the  incum- 
bent. Furthermore,  the  State  should  not  impose  upon  itself  to 
the  extent  of  assuming  that  its  affairs  can  be  well  administered 
under  circumstances  which  would  almost  insure  otherwise. 

We  think  it  is  desirable  that  there  be  clear  legislative  author- 
ity for  an  adequate  staff  for  the  governor,  expressed  in  a  general 
enactment  pertaining  to  the  governor's  office.  This  could  be 
accomplished  by  a  statutory  provision  to  the  effect  that  the 
governor  is  authorized  to  employ  and  appoint  such  personal  and 
office  staff  as  he  deems  necessary  to  carry  out  effectively  the 
responsibilities  of  his  office.  Such  provision  would  not  author- 
ize or  permit  an  unlimited  increase  in  the  governor's  personal 
staff  as  he  would  always  be  restricted  by  the  amount  of  the 
legislative  appropriation  provided  for  the  administration  of  his 
office.  Within  the  limits  of  such  appropriation,  however,  the 
governor  should  have  maximum  flexibility  to  determine  the  size 
and  composition  of  his  staff. 

Recommendations 

Following  are  our  recommendations  with  respect  to  the  of- 
fice of  governor.  Proposed  legislation,  where  necessary  to  effect 
these  recommendations,  will  be  prepared  for  submission  to  the 
1955  General  Assembly. 

I.  We  recommend  that  the  authority  of  the  governor  to  ap- 
point certain  state  forest  rangers  be  repealed  and  such 
authority  vested  in  the  state  forester. 

II.  We  recommend  that  the  authority  of  the  governor  to 
appoint  justices  of  the  peace  be  repealed,  and  that 
authority  to  appoint  justices  of  the  peace  in  the  various 
counties,  upon  a  showing  of  need,  be  vested  in  the  resi- 
dent judges  of  the  superior  courts,  such  appointments 
to  be  in  addition  to  those  elected  locally  or  appointed 
by  the  General  Assembly. 

III.  We  recommend  that  the  authority  of  the  governor  to 
appoint  notaries  public  be  repealed,  with  such  appoin- 
tive responsibility  vested  in  the  clerks  of  the  superior 
courts  for  their  respective  counties. 
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IV.  We  recommend  that  the  requirement  of  Senate  con- 
firmation of  the  appointments  of  the  governor  to  the 
following  positions  or  boards  be  repealed:  (1)  Com- 
missioner of  Banks;  (2)  State  Board  of  Agriculture; 
(3)  Atlantic  States  Marine  Fisheries  Commission;  (4) 
Board  of  Directors  of  the  State  School  for  the  Blind  and 
Deaf;  (5)  Board  of  Directors  of  the  N.  C.  School  for  the 
Deaf;  (6)  Board  of  Trustees  of  East  Carolina  College; 
(7)  Board  of  Trustees  of  Appalachian  State  Teachers 
College;  (8)  Board  of  Trustees  of  Elizabeth  City  State 
Teachers  College;  (9)  Board  of  Trustees  of  Fayette- 
ville  State  Teachers  College;  (10)  Board  of  Trustees  of 
Local  Governmental  Employees'  Retirement  System; 
(11)  Board  of  Trustees  of  North  Carolina  College  at 
Durham;  (12)  Board  of  Trustees  of  Pembroke  State 
College;  (13)  Board  of  Directors,  N.  C.  Sanatoriums  for 
Treatment  of  Tuberculosis;  (14)  Board  of  Trustees  of 
Teachers'  and  State  Employees'  Retirement  Fund;  (15) 
Board  of  Trustees  of  Western  Carolina  College;  (16) 
Board  of  Trustees  of  Winston-Salem  Teachers  College. 

V.  We  recommend  that  the  requirement  of  Council  of 
State  approval  of  the  governor's  appointments  to  the 
Board  of  Directors  of  the  North  Carolina  Railroad  be 
repealed. 

VI.  We  recommend  that  careful  consideration  be  given  by 
all  concerned,  particularly  by  the  local  government  of- 
ficials and  citizens  affected,  to  those  appointments  now 
made  by  the  governor  to  local  positions  (judges  and  so- 
licitors of  local  courts,  mayors  and  aldermen),  with  the 
view  of  determining  whether  such  appointments  should 
not  be  made  the  responsibility  of  local  government. 

VII.  We  recommend  enactment  of  a  general  statutory  pro- 
vision which  would  authorize  the  governor,  in  carrying 
out  his  ex  officio  duties,  to  designate  his  personal  repre- 
sentative to  attend  meetings  and  act  in  his  behalf  as 
directed  by  the  governor. 

VIII.  We  recommend  enactment  of  a  general  statutory  pro- 
vision w^hich  w^ould  authorize  the  governor  to  appoint 
such  personal  staff  as  he  deems  necessary  to  carry  out 
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effectively  the  responsibilities  of  his  office,  compensat- 
ing those  so  appointed  out  of  the  appropriations  author- 
ized by  the  General  Assembly  for  the  governor's  office. 

IX.  We  recommend  that  the  Board  of  Public  Buildings  and 
Grounds  give  consideration  to  the  problem  of  addi- 
tional office  space  for  the  governor  and  his  immediate 
staff. 


APPENDIX 

Personal  Staffs  Available  to  State  Governors 

A  request  for  information  concerning  the  size  and  composition  of  the 
governor's  personal  staff  was  sent  to  the  governor's  office  in  each  of  the 
other  47  states.  Personal  staff  is  defined  as,  administrative  assistant, 
executive  secretary,  private  secretary,  legislative  counsel,  counsel  to  the 
governor,  secretary  to  the  governor,  assistant  to  the  governor,  executive 
aide,  etc.,  and  does  not  include  positions  which  are  solely  clerical  or  steno- 
graphic. Following  is  a  tabulation  of  the  information  received,  showing 
the  staff  position  and  the  number  employed  in  each. 

ALABAMA 

Executive  secretary 1 

Recording   secretary    1 

Principal   administrative   assistant  1 

Administrative   assistant   1 

Special    investigator    1 

Legal    adviser    1 

Total    6 

ARIZONA 

Administrative   assistant   1 

Personal    secretary    1 

Governor's    aide    1 

Receptionist  1 

Total    4 

ARKANSAS 

Administrative   assistant   2 

Executive  secretary  1 

Private    secretary    1 

Legislative  secretary    (part-time)    1 

Total    5 

•  CALIFORNIA 

Private   secretary 2 

Personal  secretary  

Acting  legislative  secretary    (part-time)    

Press    secretary    

Assistant   press   secretary    

Departmental   secretary   

Research    secretary    

Extraditions   secretary   

Invitations   and  traveling  secretary   2 

Total 11 
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COLORADO 

Private    secretary    1 

Executive   assistant  1 

Assistant    secretary    1 

Administrative   assistant  1 

Total    4 

CONNECTICUT 

Executive    aide 1 

Personal  secretary  1 

Administrative    assistant    1 

Special  assistant    (press   secy.)    1 

Legal  adviser  to  the  governor  1 

Total    5 

DELAWARE 

Executive  secretary 1 

Aides-de-camp** 3 

Total    4 

GEORGIA 

Executive    secretary    1 

Legal    aide    1 

Personal  secretary  1 

Executive    aides 4 

Total    7 

IDAHO 

Administrative   assistant    1 

Secretaries    2 

Budget    director    : 1 

Total    4 

ILLINOIS 

Executive    secretary    1 

Administrative  assistant  4 

Total    5 

INDIANA 

Administrative   assistant    1 

Executive  secretary 1 

Personal  secretary  1 

Total 3 


**  aides-de-camp  carry  honorary  military  rank,  receive  no  pay  and 
accompany  the  governor  on  official  and  social  occasiors.  The  number  and 
designation  of  personnel  in  office  is  determined  by  governor,  paid  out  of 
appropriation  for  his  office,  and  varies  from  one  administration  to  another. 
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IOWA 

Executive  secretary  1 

Personal  secretary  1 

Private  secretary   1 

Total 3 

KANSAS 

Administrative    assistant    1 

Assistant  secretary  to  the  governor  1 

Pardon  and  parole  attorney  1 

Total    3 

KENTUCKY 

Executive  secretary  1 

Administrative  assistant  1 

Receptionist     1 

Total    3 

LOUISIANA 

Executive  counsel 1 

Executive   assistants   2 

Secretary  to  the  governor  1 

Total     4 

MAINE 

Administrative    assistant    1 

Executive    secretary    1 

Private  secretary  1 

Total    3 

MARYLAND 

Assistant  to  the  governor  1 

Administrative    assistant    1 

Executive    secretary    1 

Secretary  to  the  governor  1 

Total    4 

MASSACHUSETTS 

Chief  secretary  to  the  governor 1 

Legislative    secretary    1 

Administrative   secretary  1 

Press    secretary    1 

Appointment  secretary  1 

Executive  secretary  1 

Assistant  secretary   4 

Total    10 
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MICHIGAN 

Executive    secretary    1 

Press  secretary  1 

Legal   adviser   1 

Legislative    secretary    1 

Executive  office  aides 2 

Personal  secretary  1 

Office  manager   1 

Governor's    aides     3 

Total 11 

MINNESOTA 

Personal    secretary    1 

Executive   office  secretary  1 

Personal   aide    1 

Administrative  assistant 1 

Executive  office  aides  2 

Total    6 

MISSISSIPPI 

Executive  secretary 1 

Private  secretary  1 

Total    2 

MISSOURI 

Executive  secretary  1 

Private  secretary  1 

Legal  counsel   (part-time)    1 

Total    3 

MONTANA 

Executive  secretary  1 

Assistant  secretary  1 

Receptionist 1 

Total    3 

NEBRASKA 

Administrative   assistant   1 

Secretary    2 

Receptionist   1 

Total    4 

NEVADA 

Executive    assistant    1 

Secretary    1 

Receptionist   1 

Total    3 
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NEW  HAMPSHIRE 

Administrative   assistant   1 

Legislative   counsel    (part-time)    1 

Secretary    2 

Total    4 

NEW  JERSEY 

Administrative   assistant   1 

Executive  secretary  1 

Personal    secretary    1 

Counsel  to  the  governor  1 

Press  secretary  1 

Total    5 

NEW  MEXICO 

Executive  secretary  1 

Receptionist  1 

Total    2 

NEW  YORK 

Secretary  to  the  governor  1 

Executive  assistant  1 

Assistant  secretary   1 

Personal  secretary  2 

Counsel  to  the  governor  1 

Total   6 

NORTH  DAKOTA 

Secretary  to  the  governor  1 

Receptionist  1 

Total    2 

OHIO 

Secretary  to  the  governor  1 

Executive    secretary    1 

Private  secretary  1 

Office   manager   1 

Total    4 

OKLAHOMA 

Executive  secretary  1 

Personal   attorney   1 

Personal    secretary    1 

Legal   secretary   „ 1 

Receptionist  1 

Total    5 
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OREGON 

Assistant  to  the  governor  1 

Secretary  to  the  governor  1 

Legislative  counsel   (part-time)    1 

Total    3 

PENNSYLVANIA 

Secretary  to  the  governor 1 

Assistant  secretary  to  the  governor  1 

Administrative    assistant    2 

Public  relations  specialist 1 

Planning  and  research  consultant  1 

Executive  assistant  1 

Office  assistant  1 

Accountant     1 

Total    9 

RHODE  ISLAND 

Executive    secretary    1 

Administrative   assistant   1 

Executive   aide 1 

Total    3 

SOUTH  CAROLINA 

Executive    secretary 1 

Public  relations  secretary  1 

Legal  assistant  1 

Total ..!............ 3 

SOUTH  DAKOTA 

Executive  secretary  1 

Secretary    '. 2 

Total 3 

TENNESSEE 

Executive  assistant  1 

Executive    counsel    : 1 

Executive   receptionist 1 

Personal  secretary  1 

Total 4 

TEXAS 

Executive  secretary 1 

Administrative   assistant 1 

Executive  assistant  3 

Director  of  budget  1 
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Co-ordinator  of  civil  defense  and  disaster  relief  1 

Total    : 7 

UTAH 

Administrative   assistant   1 

Executive    secretary    1 

Receptionist  1 

Total    3 

VERMONT 

Secretary  of  civil  and  military  affairs  1 

Executive  clerk  1 

Total 2 

VIRGINA 

Executive  and  press  secretary  1 

Administrative  assistant  1 

Executive  assistant  1 

Total    3 

WASHINGTON 

Assistant  to  the  governor  1 

Secretary  to   the  governor  1 

Special  assistant  1 

Total    3 

WEST  VIRGINIA 

Executive  secretary  1 

Executive  assistant  1 

Total    2 

WYOMING 

Secretary  to  the  governor  1 

Executive    secretary    1 

Secretary    1 

Total    3 


